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JA N U A R Y 1970

AICPA distributes pattern language for incorporation laws to state societies
In anticipation of the approval by members of the proposal to change Rule
4.06 of the Code of Professional Ethics to permit corporate practice, and in
response to requests for assistance from state CPA societies, the committee on
state legislation has prepared pattern language which would provide statutory
authorization for practice in the corporate form and for the regulation of such
practice by state boards of accountancy. This language for incorporation laws,
which will be issued this month to legislative chairmen of state societies, has
been added to the committee’s Form of Regulatory Public Accountancy Bill
and, as such, will conform to that bill.
The language also conforms to the seven characteristics of a professional
corporation or association established in a resolution approved by Council on
May 6, 1969 (see The CPA, July-Aug.69, pp. 10-11 for the text of the resolu
tion) .
One of these characteristics requires liability insurance or capitalization in
sufficient amounts to protect the public. In an addition to the resolution approved
by Council on October 4, the level of insurance coverage or capitalization was
set at $50,000 per stockholder/officer and professional employee to a maximum
of $2 million (see The CPA, Nov.69, p.4 ). The Council resolution specifies
other characteristics under the headings of name, purpose, ownership, transfer
of shares, directors and officers, and conduct.
Pattern language for use in states with other forms of accountancy laws has
also been prepared.

Interim report on the cost concepts research study is published
The Stanford University professors conducting an Institute-sponsored study
of cost concepts have just issued their interim report entitled Cost Concepts
and Implementation Criteria. The purpose of the project is to specify cost
information concepts and implementation criteria which can be used as general
guidelines in the selection of the appropriate method for cost determination.
At present an effective process for developing such cost information con
cepts, and criteria for implementing them, does not exist. The purpose of this
interim report is to develop and test the research method by which the selection
problem can be researched.
The project was begun in July 1969; final publication is scheduled for April
1971. As explained in the report’s introduction, the interim report is "neces
sarily tentative. Our main concern at this point is to establish a conceptual basis
which can be used to analyze problems of cost
( continued on page 8)
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from the President
LOUIS M. KESSLER

Our international responsibilities
A new pamphlet which provides a succinct
statement of the role of professional accounting
in the world economy has just been published
by the Institute.
The committee on international relations in
tends, initially, to distribute the pamphlet—en
titled "Accounting Practice and International
Business”—to appropriate representatives of the
U.S. State Department, both in Washington and
in selected overseas embassies, in order to ac
quaint them with the problems encountered by
U.S. CPAs, in serving their international clients.
The pamphlet will also be made available to
other governmental agencies, international
bodies and business organizations interested in
international commerce, in order to solicit their
active support and co-operation in preserving
and furthering the freedom of international ac
counting practice.
Geographical boundaries, whether between
states or between countries, do not reflect the
scope of business. For this reason, public ac
counting has never been peculiar to a particular
region. In response to the growth of interna
tional business, accounting practice has become
increasingly multi-national. Accounting firms of
all sizes are finding their clients ever more active
in overseas areas.
The reports of professional accountants have
promoted international investment of both pri
vate and public capital. By insuring that the ac
counts of foreign divisions and subsidiaries are
audited under the same standards as their do
mestic counterparts, public accountants have
Editor: Barbara J. Shildneck
Production Assistant: Ingrid A. Pena

helped to make possible the remarkable growth
of international commerce.
In recognition of the international role of
public accounting, the call for greater harmony
in professional practice has been a frequent
theme of recent international meetings of ac
countants. Yet while public accounting has be
come more international and its importance in
this area has gained greater recognition, restric
tions on international practice are becoming more
numerous.
One of the long-range objectives adopted by
the AICPA Council in 1959 is to encourage the
freedom of international practice. Through the
Form of Regulatory Public Accountancy Bill,
issued by the committee on state legislation, the
Institute recommends that qualified foreign ac
countants be granted CPA certificates by waiver
of examination. Provisions are also included
which would ( 1) permit qualified foreign ac
countants to practice on a temporary basis and
(2) permit them to practice indefinitely under
the title granted in their own country. Two years
ago, citizenship was eliminated as a requirement
for certification in the Form Bill.
In addition to encouraging states to enact fair
and reasonable provisions extending practice
rights to qualified foreign accountants, the Insti
tute has re-established the "International Asso
ciate” class of membership, under which foreign
students who have studied in this country may
qualify for associate membership by passing the
Uniform CPA Examination.
But while the Institute has been attempting to
promote freedom of international practice, the
response has been disappointing. Many state laws
still do not provide for the recognition of the
qualifications of foreign accountants. The citizen
ship requirement has been eliminated in only
four states—California, Indiana, Kentucky and
Washington.
If the CPA profession in the United States
does not give more than a perfunctory commit
ment to international practice rights, it can hardly
object when CPAs are restricted in their practice
in other countries.
As the largest body of ( continued on page 4)
The CPA, January 1970. Published monthly, except JulyAugust when bimonthly, for membership of the AICPA, Inc.
Vol. 50, No. 1. Publication and editorial office: 666 Fifth
Ave., New York, N. Y. 10019. Second-class postage paid at
New York, N. Y.
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Virginia establishes Blough accounting chair
The Carman G. Blough Chair of Accounting
was established last month at the University of
Virginia. The purposes of the endowed chair are
(1) to attract distinguished professors and prac
titioners to lecture at the University’s McIntire
School of Commerce, (2) to attract exceptional
students to accounting, (3) to encourage aca
demic inquisitiveness and continuing profes
sional development and (4) to honor Mr.
Blough.
Before his retirement in 1961 Mr. Blough
was AICPA director of research. He served as
the first chief accountant of the Securities and
Exchange Commission and during the Second
World War was director of the Procurement Pol
icy Division of the War Production Board. He
had also been a partner of Arthur Andersen & Co.
and an associate of Arthur Young & Company.
In addition, Mr. Blough has had a distin

guished academic career, serving as accounting
professor or visiting professor at Columbia Uni
versity, Pennsylvania State University, the Uni
versity of Florida, the University of Virginia, the
University of Illinois, and the University of Cali
fornia at Berkeley.
Mr. Blough graduated in 1917 from Man
chester College in Indiana, from which he also
received an honorary doctor of laws degree in
1944. He received his master’s degree from the
University of W isconsin in 1922 and was
awarded his CPA certificate in the same year.
As chief accountant of the SEC Mr. Blough
played a crucial role in establishing the precedent
that accounting principles should be established
by the profession rather than by government
decree.
Mr. Blough and his wife Katherine live at
Bloughmead Farms at Penn Laird, Virginia. He
still maintains an office in Harrisonburg.

Professional Development Board of Managers clarifies PD policy
Since questions have been raised about the dis
tribution of professional development materials,
the Board of Managers of the PD division has
issued the following release to clarify its position:
"The Board’s policy is to encourage the widest
development and use of professional develop
ment materials by the profession. It is the inten
tion of the Board that the principal distribution
of Institute professional development materials
shall be in co-operation with the state societies;
however, in recognition of varying educational
needs and local conditions, Institute professional
development materials may be distributed di
rectly to a firm or a formal group of firms under
the following guidelines:
"1. Participants’ manuals for courses, semi
nars, training programs and lecture programs are
not designed for self-study and will not be used
for this purpose. Effective group education re
quires participant interaction, and this require
ment varies with the nature of the program. Con
sequently a minimum number of participants is
specified for each program.
” 2. Participants’ materials are to be distrib
uted only to those who are in attendance at a
formal session.

"3. Discussion leaders’ guides will not be dis
tributed in whole or in part to participants.
”4. A qualified instructor or discussion leader
must be provided for each presentation.
"All Institute course materials are copyrighted
by the American Institute of Certified Public
Accountants and their reproduction or duplica
tion or the recording of presentations based on
these materials, is strictly prohibited without the
written consent of the American Institute of
Certified Public Accountants.
"All presentations are, of course, subject to
'Policies Governing the Use of Course Materials,’
a copy of which appears in each participant’s
manual.”
Minim um participants
for each PD presentation
Seminars and courses................ 10
Training programs ...................

15

Lecture programs ..................... 20
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A reader writes on educationalprograms for recruiting from disadvantaged groups
The committee on recruitment from disadvan
taged groups should be spending all effort to
provide education in the form of scholarships
and outright grants to minority groups, so that
they can become qualified.
As a firm, and not a large one, we have taken
the position that the greatest benefit can be
achieved by providing scholarships which will
pay 100 per cent of college expenses to under
privileged, particularly to black, students so that
they can become qualified. Acting on this prin
ciple, we have instituted two scholarships, in
combination with the colleges concerned, for a
full four-year college education for two black
students.
These scholarships are under a contract which
provides that the student, upon graduation, will
come to work for our firm at competitive wage
levels. If he chooses not to come to work for our
firm, he will repay any advances or payments
made in his behalf during his college career. If,
for any reason, we do not choose to hire the man
upon graduation, then he has no further liability
to us. One student will be attending the Uni
versity of Portland under this program, and an
other student will be attending the University
of Oregon. We are providing approximately 50
per cent of the total cost in each case.
We had at first contemplated sending one stu
dent through four years, providing 100 per cent
of the cost. We worked on this program with the
Urban League here in Portland, and it was their
suggestion that, as an alternative, we send two
------------------------------------

Arthur

Arthur C. Upleger, a partner in the Waco,
Texas, office of Main Lafrentz & Co., and a for
mer president of a predecessor organization to
the American Institute, died December 10 at the
age of 86.
During his professional career, which spanned
nearly six decades, he served the Institute as chair
man and member of many committees and had
been a member of Council since 1936. He was
president of the American Society of CPAs in
1928-29; president of the Texas Society of CPAs;
chairman of the Texas State Board of Public
Accountancy; founder and first chairman of the
Southern States Conference of CPAs; organizer

students, providing 50 per cent scholarships, and
the colleges through federal grants and other
funds would be able to provide the other 50 per
cent. We felt that this change had considerable
merit and have adopted it.
Robert A. Liberty, C PA
M oss, A d a m s & Co.
Portland, O re g o n

Our international responsibilities ( from page 2)
professional accountants in the world, the CPA
profession in the United States has global leader
ship responsibilities. Whatever we do in the
area of accounting principles, auditing standards,
continuing education or international practice
rights will have consequences far beyond our
shores. For this reason, we can ill afford to set a
bad example for others.
We believe in international co-operation and
the free flow of capital. We believe in providing
unified service to multi-national clients, whether
under one firm name or related names, or through
relationships among firms under agreements per
mitting supervision of the practice. If we want
freedom of international practice, why shouldn’t
we grant to others the freedom that we ask for
ourselves?
If we believe that arbitrary barriers to interna
tional practice are wrong, we must act on the
basis of our convictions by seeking to eliminate
unreasonable restrictions from state accountancy
laws.

Upleger

------------------------------------

of the first Pan-American Accounting Confer
ence, in New Orleans in 1929; and delegate to
the International Congresses of Accountants, in
London and New York.
Mr. Upleger, who had his own firm in Waco
for over 50 years, was instrumental in the passage
of the first Texas accountancy statute in 1915.
He was active in community affairs and had been
awarded a citation from Baylor University,
Waco, Texas, where he had served as adjunct
professor of auditing.
Mr. Upleger had been the oldest living mem
ber of the Texas CPA Society and in 1966 the
society had dedicated its annual meeting to him.

Have you arranged to receive the first issue?

the tax adviser
The American Institute’s new magazine of
tax planning, trends and techniques

The first issue o f The T a x A d v ise r is a b o u t to b e sent to A I C P A m em bers w h o
requested it in re sp o n se to o u r m ail a n n o u n ce m e n t last month. If y o u h a ve
not yet a rra n g e d to see this first issue, y o u m a y d o so n o w b y usin g
the c o u p o n below .
Each month, The T a x A d v ise r will b rin g y o u the full ra n g e o f ta x news,
interpretation a n d a d v ic e w hich y o u m ust h a v e in o rd e r to k e e p re lia b ly
inform ed o n fe d e ra l ta x matters.
The T a x A d v is e r ’s re p o rtin g a n d a n a ly sis will e m p h a siz e a cc u ra cy ,
co n cise n e ss a n d practical significance . Its re g u la r fe a tures will all b e written
with y o u r interests a n d n e e d s in m ind. A n d its m ajor articles b y d istin gu ish e d
C P A s , attorneys, e d u c a to rs a n d exe cutives will g iv e y o u g re a te r insight
into current p ro b le m s a n d d e v e lo p m e n ts im p ortan t to the so phisticate d
ta x m an.

DISCOUNT FORM FOR AICPA MEMBERS — NON-TRANSFERABLE
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
666 FIFTH AVENUE, NEW YORK, N. Y. 10019
Gentlemen: Please send me the first issue of The Tax Adviser. I understand that
you will bill me for a charter subscription at the A IC P A member discount rate of
$ 2 0 per year after I have had an opportunity to exam ine the m agazine . . . subject
to cancellation with no obligation on my part.

MEMBER’S N A M E ________________________________________________________________________

F IR M _________________________________________________________________________________
(if part of mailing address)
AD DRESS_______________ _________________________________________________________________

CITY_________________________________ STATE__________________________ ZIP________________

TITLE OR O C C U P A T IO N ------------------------------------------------------------------------------------------------------------

O Check here if you prefer to enclose $20 payment now.
SEE REVERSE SIDE FOR DESCRIPTIVE INFORMATION

the tax adviser
will bring you these features regularly—
Tax Trends — Analytical digests o f IRS rulings, court decisions and legislation—
selectively presented to bring you only the significant and consequential— with
editorial comment and evaluation of these developments and an explanation
o f the tax p lanning implications that m ay be involved.

Tax Practice M anagem ent — Tested ideas and techniques for more efficient
and successful m anagem ent o f a tax practice— including advice on such
subjects as hiring and training tax personnel, using computers in preparing returns,
controlling the preparation of returns, using checklists in tax practice, etc.

Estate Planning Techniques — Practical information and advice on estate
planning methods and procedures— written with a down-to-earth approach to
show you how to handle practical aspects o f this com plex subject when
offering estate planning services to clients.

Tax Clinic — Discussions of how experienced practitioners actually deal with
specific tax situations a nd problems— with em phasis on tax planning opportunities;
avoidance o f tax pitfalls; attitudes of local IRS officials with regard to audits,
rulings, cases, etc.; an d the sense o f private rulings to which the editors have
access. (Formerly in The Journal of Accountancy.)

W orking With the IRS — D iscussions o f procedural problem s and experiences
which practitioners actually encounter in their dealings with the Internal Revenue
Service— with em phasis on how best to handle specific situations in this area.

Washington Report — A rundown o f developm ents o f interest to tax men—
including discussions o f w hat’s g o in g on in C ongress, the Treasury Department and
the Internal Revenue Service.

A N A L Y T IC A L S U M M A R Y O F TH E 196 9 T A X R E F O R M
The charter issue of The Tax Adviser contains— as a special supplement— a
checklist-summary o f the 1 9 6 9 Tax Reform Act, specially prepared by
W illiam T. Barnes, Chairm an o f the Executive Committee of the Am erican
Institute’s Division o f Federal Taxation. This special supplement outlines
each provision o f the bill and provides sum m ary information which
will alert you to those provisions that m ay affect your clients’ or your
com pany’s tax liabilities for 1 9 6 9 and subsequent years. (Future issues of
The Tax Adviser will contain analyses of various sections of the bill—
in greater depth.)

ARRANGE TO SEE THE FIRST ISSUE OF THIS NEW M A G A Z IN E BY
USING THE AICPA M EMBER FORM O N THE REVERSE SIDE TODAY
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Success in PD computer program requires involvement
The Institute’s video-tape professional devel
opment course on Computer Concepts, described
in an earlier issue of The CPA (Sept.69, p.15),
places emphasis on the participant’s getting ac
tively involved with the computer. The pictures
which appear on this page show the degree of
this involvement. The "hands-on” sessions (dur
ing which participants work with an actual com
puter) are conducted in the evenings at a com
puter facility which is close to the presentation
hotel used for the all-day sessions. These pictures
were taken by a member of the PD staff at a
recent presentation.

Curt W estbrook (seated), a course instructor, dem on
strates to onlookers the operation o f the console of
an IBM 3 6 0 / 4 0 , a large-scale computer. The partic
ipants manipulated the m any dials and switches, dis
played and interpreted memory contents and com
pared the results to those worked up during the earlier
classroom sessions.

Course participants are engrossed in the detailed
exam ination of punched cards, code sheets and com
puter output. Such involvement is essential if the com 
puter program which they have written is to be suc
cessful.
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Institute names division director
Joe R. Fritzemeyer, former associate pro
fessor of accounting at the University of
Iowa who has been serving as assistant
to the executive vice president of the
Institute, has been named director of the
division of technical services of the
AICPA.
Mr. Fritzemeyer has been performing
many of the duties of the division director
over the past several months and will now
be assuming full responsibility.
The announcement was made by Leon
ard M . Savoie, executive vice president.

Interim report ( from page 1)
determination, to establish and demonstrate the
primary research methods to be used, and to re
port our tentative findings. At this point, we have
not directly considered the areas of income deter
mination and government contracting, so this
report includes only a brief discussion of each of
these areas.”
Copies of the report have been sent to the Gen
eral Accounting Office, which is engaged in a
study to determine the feasibility of applying
uniform cost accounting standards to defense
contracts. The accounting profession is co-oper
ating with the GAO in this effort.
The report was prepared by Joel S. Demski,
Gerald A . Feltham, Charles T. Horngren, Robert
K. Jaedicke, and Robert T. Sprouse, all Stanford
University professors who have contracted to
devote the equivalent of three man-years of full
time effort to the study.
Members who have comments or questions
concerning this research project and the interim
report should submit them to Professor Robert K.
Jaedicke, who is acting as co-ordinator for the
research team.
Members interested in the progress and tenta
tive direction of the project may obtain the 78page report from the Institute for $2.40.

Three members suspended
Sub-boards of the Institute’s Trial Board have
suspended three members — one for failure to
file a tax return and two for failure to disclose
material facts in their reports.
One sub-board which met in New York on
August 13, 1968, considered charges of the ethics
committee that Oliver D. Walcott, a member of
the Institute, had been convicted of a crime in
volving moral turpitude in that he had pleaded
guilty to failing to file federal income tax returns
for the calendar year 1962 as provided by the
Internal Revenue Code. The committee charged
further that his willful failure to-file his federal
income tax returns for the calendar year 1962
constituted an act discreditable to the profession.
Mr. Walcott appeared at the sub-board hear
ing and was represented by counsel.
The sub-board found that it was not shown
that Mr. Walcott had been convicted of a crime
involving moral turpitude, but that his admitted
failure to file federal income tax returns as re
quired by law constituted an act discreditable to
the profession. The sub-board decided that he
should be suspended from membership in the
Institute for a period of six months.
The respondent requested a review of the subboard decision and, after several extensions of
time for the submission of additional materials
by the respondent, an ad hoc committee of the
Trial Board considered his request on October
7, 1969. The ad hoc committee decided to deny
the request for review of the sub-board decision
and, accordingly, that decision became effective
on October 7, 1969.
Another sub-board which met in New York
on May 22, 1969, considered the charges of the
committee on professional ethics that Institute
member Nicholas J. Raftery had violated Rules
2.02 and 1.02 of the Code of Professional Ethics.
With respect to the violation of Rule 2.02, the
committee charged that in expressing an opinion
on behalf of his firm on representations in finan
cial statements of a registered broker-dealer, he
failed to disclose material facts which he knew
or should have known in regard to purported
subordinated loans to the client, disclosure of
which facts was necessary to make the financial
statements not misleading.
The ethics committee also charged that the
respondent had committed an act discreditable
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to the profession, thereby violating Rule 1.02 of
the Code of Professional Ethics, by permitting to
be sent to his firm’s New York office, in response
to a request of the Securities and Exchange Com
mission for working papers of broker-dealer ex
aminations conducted by him, workpapers which
he knew had been altered by an employee under
his supervision at or around the time such papers
were transmitted to New York in response to
such request.
The respondent was present at the hearing and
was represented throughout by legal counsel.
The sub-board found Mr. Raftery guilty as
charged and decided that he should be suspended
from membership in the Institute for a period of
two years.
A request for review of the sub-board decision
was filed and was considered by an ad hoc com
mittee of the Trial Board on October 5, 1969.
The ad hoc committee denied the request for
review and accordingly the decision of the subboard became effective, pursuant to Section 7.4
of the bylaws and implementing resolutions of
the Council, on October 5, 1969.
A third sub-board which met on October 6,
1969, considered the charges of the ethics com
mittee that a member had violated Rule 2.02 of
the Code of Professional Ethics. The committee
charged that the respondent permitted a firm of
which he was a partner to express an unqualified
opinion on representations in financial statements
of a client. The statements had been examined
by a member of his firm, and the committee
charged that the respondent had failed to dis
close to the examiner a material misstatement of
fact known to the respondent. The committee
alleged that the fact was not disclosed in the
financial statements and its disclosure was neces
sary to make the statements not misleading.
The ethics committee charged as a second
count that the member had violated Rule 1.01
of the Code of Professional Ethics in permitting
a firm of which he was a partner to express an
unqualified opinion on financial statements of a
client when he was not in fact independent by
virtue of a management consulting contract
which he had with the client, the terms of which
permitted him to share in that corporation’s
profits.
The member was present at the hearing and
was represented throughout by legal counsel.

The sub-board found that the member was
guilty as charged in the first count, but decided
that the ethics committee had failed to prove that
he and his firm were lacking in independence
with respect to the client.
The sub-board considered numerous extenuat
ing circumstances submitted by the respondent
and decided that he should be suspended from
membership in the Institute for a period of 12
months but that no useful purpose would be
served in disclosing his name. Since no request
for review of the sub-board decision was filed, it
became effective on November 5, 1969.
E d . N o t e : The sub-board in each case decides

whether the name of the respondent shall be pub
lished in The CPA.

CPA appointed to IRS advisory group
studying tax-exempt organizations
Internal Revenue Commissioner Randolph W.
Thrower has named Donald T. Burns, the former
chairman of the Institute’s division of federal
taxation, to a newly created Commissioner’s Ad
visory Committee on Exempt Organizations. Mr.
Burns, who is a partner of Arthur Young & Com
pany, Los Angeles, is a member of the Editorial
Advisory Board of the Institute’s new monthly
tax magazine, The Tax Adviser (see The CPA,
Dec.69, p .1) .
The 15 members of the advisory group, drawn
from the fields of philosophy, theology, educa
tion, the physical sciences, economics, law, ac
counting and business, are to consider the appli
cation and adaptation of traditional concepts of
charity to changing social conditions.
Annual meeting to be early this year
Members planning to attend the Insti
tute’s 83rd annual meeting in New York
City should note that this year’s dates are
somewhat earlier than usual: September
20-23.
The annual business meeting will be held
on Monday, September 21, at the W al
dorf-Astoria, the headquarters hotel.
More information on the meeting will be
carried in future issues of The CPA.
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Members invited to make summer
internships available for minority students
Institute members now have an opportunity to
tap a new source of staff assistants by participat
ing in the summer internship program set up by
the committee for recruitment from disadvan
taged groups.
In last spring’s pilot program, the committee
distributed to participating firms resumes of 81
students from 16 of the traditionally Negro col
leges. Approximately 35 of these students made
internship arrangements with firms, and almost
all were offered positions after they graduate
next June.
These internships are in addition to those pro
vided by firms outside of the AICPA program.
In order to participate this year, all that is nec
essary is that members write to the Committee
for Recruitment From Disadvantaged Groups,
A ICP A , 666 Fifth A venue, N ew York, N ew
York 10019 (Attention: John Ashworth) stating

the wish to make one or more internships avail
able next summer for ethnic minority college
juniors.
Members so responding will receive in Janu

the CPA

JANUARY

ary or February some resumes of available stu
dents. All subsequent arrangements should be
made directly with the students chosen.
Edwin R. Lang, chairman of the committee
for recruitment from minority groups, says,
"Many of the students in this program are from
provincial or even rural backgrounds. Conse
quently, many have limited savoir-faire in cer
tain matters, although most of them rapidly
acquire it. I want to pass along two suggestions
from those on the committee with a lot of expe
rience in this area:
”1. Take extra pains to make communication
as easy as possible. Meet them at their colleges
if you can. Call them rather than expect them
to call you.
"2. Help students to find suitable living ac
commodations for the summer.
"The objective of this program should be to
make these students strong proponents of your
firms and the profession. In this respect there is
no doubt that we were overwhelmingly success
ful in the pilot program last spring.
"W e hope this year’s program will be more
successful both for the profession as a whole and
for your firm.”
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Members vote on amendments to Code of Professional Ethics
A mail ballot of AICPA members, completed on December 30, 1969, resulted
in the acceptance of one proposed amendment to the Code of Professional
Ethics and the defeat of another.
The accepted amendment permits members to incorporate their professional
practices (see p. 5 for text). The other, which failed by a narrow margin to
attain the required two-thirds majority, would have required disclosure of
departures from APB Opinions either in the auditor’s report or in footnotes to
the financial statements.
Under the new amendment, firms represented in the Institute’s membership
may now incorporate, if the states in which they practice have professional
corporation laws. For states without professional corporation laws, the Institute
has prepared model provisions which may serve as a guide to state societies in
preparing such legislation. The amendment received the approval of 79 per
cent of those voting.
For a discussion of the problems involved in
( continued on page 5)

APB approves two draft opinions for exposure
Exposure drafts of Opinions dealing with accounting for business combinations
and goodwill, and changes in accounting methods were approved at the Janu
ary 21-24 meeting of the Accounting Principles Board.
The first exposure draft takes the position that either the purchase method
or the pooling of interests method should be used in recording business com
binations but not as alternatives. Pooling of interests would be used only if all
the conditions specified in the draft were met. All other cases would require the
purchase method. Some of the primary
( continued on page 4)

Corporate practice problems studied
For an analysis of the effects of the new ethics rule permitting practice in cor
porate form, see p. 9. The author, William T. Diss, discusses the practical
problems to be recognized by CPAs considering the possibility of incorpora
tion. He points out various aspects of the federal tax law and of Council’s
resolution on professional corporations which should be discussed with the
CPA’s legal counsel before the decision to incorporate is made.
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from the President
LOUIS M. KESSLER

Concurrent membership—the pros and cons
At the Inn of Six Flags in Texas last Novem
ber, I told state society presidents-elect and
executive directors attending the State Society
Planning Conference that one way to strengthen
Institute and state society relations would be to
establish concurrent membership. I urged them
to communicate their views to me and to encour
age their members to do likewise. I have received
a few letters with strong arguments, both pro and
con, but in order to obtain a wider response, I
have decided to broaden the base of my inquiry.
Some years ago a proposal to permit con
current membership in the Institute and state so
cieties was discussed within the profession. The
proposal involved agreements between the Insti
tute and individual state societies on a voluntary
basis under which all new members of either
organization would be required to join the other.
Though approved by the Institute’s Council, the
proposal was subsequently defeated by a slim
margin in a referendum ballot. In 1962, the con
cept of unification through common membership
was apparently misunderstood or was an unpala
table one.
I’d like to restate some of the pros and cons of
concurrent membership to see if the situation is
different in 1970.
Those in favor of the proposal saw an oppor
tunity to develop a more tightly organized and
effective profession, to maximize efficiency and
economy in the operation of the professional
bodies, to eliminate any competitive motivation
which might exist between state societies and the
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Institute, and to facilitate co-ordination and the
free flow of information in day-to-day activities.
The proponents of concurrent membership
cited instances of waste and inefficiency to sup
port their thesis. For example, the duplication
of membership promotion and admissions ma
chinery at both levels, the development of ex
pensive and unco-ordinated campaigns of public
relations and recruitment, the existence of com
plex disciplinary machinery under which a vio
lator can be tried three times for the same offense
—a violation of his peace of mind, if not his con
stitutional rights—were just a few of those that
were mentioned.
Opponents of the idea believed that if con
current membership were required of all new
applicants—assuming all present members were
allowed to keep their single or dual membership
status—it would work a financial hardship on
younger practitioners. Secondly, some felt that
concurrent membership might in some way re
duce the autonomy or jeopardize the identity of
the state societies, thus invoking the specter of
chapterization once again. Lastly, many seemed
satisfied with the present method of encouraging
membership in both organizations and saw no
urgent need for formalizing a system of concur
rent membership.
I would be the first to say that concurrent mem
bership is not a cure-all for the problems of co
ordination and communication between the Insti
tute and the state societies. But it is a symbol of
our mutual interest in co-ordinating our efforts
and would, in my opinion, contribute greatly to
the unification of our profession. Therefore, I
tend to discount the arguments raised against the
idea because of the overall good that could be
brought about.
I doubt if the matter of hardship for some
younger practitioners is a valid argument. The
dues schedules of the Institute and most of the
state societies are scaled according to the length
of time a CPA certificate has been held. This min
imizes the financial hardship for those whose
dues are not absorbed, in whole or in part, by
their employers.
( continued on page 6)
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Visits to black colleges resume
The AICPA committee for recruitment from
disadvantaged groups will continue its program
of visits to predominantly black Southern col
leges in the spring.
Committee members and volunteers visited
ten campuses last fall and conducted seminars
with accounting students as well as those en
rolled in general business and liberal arts courses.
Their aim was to discuss the opportunities and
rewards of a career in public accounting.
The two institutions which have so far sched
uled meetings this spring are Howard Univer
sity, Washington, D. C., and Morris Brown Col
lege, Atlanta, Georgia.
Members of the group making the visits in
clude Edwin R. Lang, CPA, chairman and a
partner in Haskins & Sells, New York; Robert
J. Sampson, of Arthur Young & Company; Cal
vin R. Swinson, CPA, assistant controller for
Time magazine; James Tatum, CPA, and Bert
N. Mitchell, CPA, both with Lucas, Tucker &
Co., New York.
Response has been generally favorable and
in one case, a group of students followed Mr.
Lang to the airport, catching him as he was
about to board the plane with "just one more
question.”

Auditing statement issued
The Institute’s committee on auditing pro
cedure last month published Statement on Au
diting Procedure No. 42, "Reporting When a
Certified Public Accountant Is Not Independent.”
The statement covers the same ground as that
dealt with in ethics division Opinion No. 15,
"Disclaimer of Auditor Lacking in Independ
ence.”
Under the new standard the accountant who is
lacking independence is still obliged to disclaim
an opinion and to state that he is not independent.
However, SAP No. 42, the text of which will ap
pear in the March issue of The Journal of Ac
countancy, includes certain additional considera
tions. These may be summarized as follows:
1. The disclaimer should not include the reason
for lack of independence.
2. It should not imply that an examination was
performed and it should describe the statements
as unaudited.

3. The notation "Unaudited—see accompany
ing disclaimer of opinion” should appear on each
page of the financial statements.
4. If, in addition to a lack of independence, the
scope of the accountant’s examination has been
limited, a disclaimer based only on a lack of in
dependence should be issued.
Upon the issuance of SAP No. 42, the division
of professional ethics rescinded Opinion No. 15.
In doing so, the division called attention to the
note accompanying each statement on auditing
procedure to the effect that the burden of justi
fying departures from the auditing procedure
committee’s recommendations must be assumed
by those who adopt other practices.
An analysis of the steps leading to the adoption
of SAP No. 42, written by Institute staff members
Douglas R. Carmichael and Joseph V. Benci
venga, will appear in the Accounting and Audit
ing Problems department of the March issue of
The Journal.

Kessler announces winner of
Carey scholarship
The recipient of the first annual John L. Carey
Scholarship was announced January 30 by AICPA
President Louis M. Kessler.
The winner is Alan J. Shaw, 21, an honor stu
dent at Yale University, who is expected to grad
uate this year with a B.A. in economics. He plans
to do graduate study in accounting at Stanford,
Chicago, or Rutgers University.
Born in Capetown, South Africa, Alan presently
resides at 112 Powerville Road, Mountain Lakes,
New Jersey. He graduated second in a class of
117 from Mountain Lakes High School. At Yale
he is active in several sports including soccer,
softball and basketball.
The $3,000 scholarship was created to honor
John L. Carey, former administrative vice presi
dent and executive director of the American In
stitute of CPAs and a graduate of Yale (1925),
on his retirement in 1969.
Only Yale graduates are eligible. A faculty
committee at the University nominates not more
than three students who are then interviewed by
the selection committee at the Institute. Each
year’s recipient is eligible for renewal of the
scholarship for a second year based on continued
academic performance.
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Accountants as "designers of order

"

A booklet intended to give the public a com
prehensive picture of the accounting profession
has just been published by the Institute’s public
relations office. Entitled "Designers of Order:
The Story of Accountancy Briefly Told,” it cov
ers such topics as the profession’s origins, de
velopment, character and services.
The booklet stresses that although the scope
and role of accounting have been developed only
recently, its roots are in the "beginnings of civil
ization.” It quotes Eric Hoffer as maintaining
that accounting was the seedbed of written lan
guage: "Writing was [in the past] used solely
to keep track of the intake and outgo of treas
uries and warehouses. [It] was invented not to
write books but to keep books.”
The work of the Accounting Principles Board
and the ethics committee, along with that of
other Institute committees, is discussed in lay
man’s terms.
The Institute plans to distribute copies of this
booklet to selected public and university libra
ries, to financial writers, government officials

Draft Opinions ( from page 1)
conditions listed in the draft are the following:
• The voting common stock interest of each
combining company is at least one-third that of
each of the other parties to the merger.
• The plan is carried out within one year and
effected by issuing common stock for substan
tially all of the common stock interest of each of
the other combining companies.
• A combining company which does not issue
the common stock to effect the combination may
pay only normal dividends and reacquire only a
normal number of shares of treasury stock during
the period that the plan of combination is being
consummated.
• The combination agreement does not pro
vide for (a) any future issuance of additional
shares or payment of other consideration on the
basis of some event or other contingency or (b)
the direct or indirect retirement or reacquisition
in the future of any of the shares issued to effect
the combination.

and state society officers. Individual members
may wish to place copies in their reception rooms
or send the booklet to clients.
Available in both paperback ($.50) and hard
back ($1.50) editions, with the usual quantity
discounts, the booklet can be obtained from the
Institute’s order department.

Computer conference to be held in May
The Sixth Annual AICPA Conference on
Computers and Information Systems will be held
at the Jack Tar Hotel, San Francisco, May 18-20,
1970.
This 21½-day conference will be oriented to
the interests of CPAs currently involved in EDP
and those contemplating such involvement as
well as to practitioners concerned with auditing
of EDP and EDP advisory services. Informal
evening orientation sessions and technical presen
tations by software suppliers will be included in
the program, in addition to panel discussions
and addresses on a variety of EDP-related
topics.

•
The surviving combined corporation does
not plan to dispose of a substantial part of the
•assets of the formerly separate companies within
two years.
The draft Opinion also states that the cost of
all intangible assets acquired in a purchase should
be recorded and should be charged to income
over the estimated benefit period, but that period
should not exceed 40 years.
The second exposure draft Opinion, concern
ing changes in the application of accounting prin
ciples and methods, proposes that the new basis
be used in preparing current year financial state
ments and that retroactive restatement of finan
cial data to conform to the new basis be made for
all periods affected by the change.
Copies of the drafts will be sent to state so
cieties, selected businesses and other interested
organizations this month. Single copies are avail
able to members on request from Richard C.
Lytle, APB Administrative Director, American
Institute.
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Members vote ( from page 1)

forming a professional corporation, see the article
on page 9 by William T. Diss.
The other proposed amendment, concerning
departures from APB Opinions, received a sub
stantial majority of the votes cast but missed by
a scant margin the two-thirds vote required by
the bylaws for adoption.
The amendment would have incorporated in
the Code of Professional Ethics the substance of
Council’s 1964 resolution, which called for mem
bers to disclose departures from APB Opinions.
If the proposal had been accepted, members
would have been subject to disciplinary action
for failure to make appropriate disclosure. Under
the Council resolution, which still remains in ef
fect, violations of the disclosure requirements are
to be referred to the practice review committee.
Details of the vote appear below.

Vote on ethics amendments
Proposal No. 1: Disclosure of Departures
from APB Opinions
Yes
24,303
66.1 %
No
12,456
3 3 .9 %
36,759
1 0 0 .0 %
Proposal No. 2: Professional IncorporaYes
No

29,036
7,702
36,738

7 9 .0 %
2 1 .0 %
1 0 0 .0 %

New corporate practice rule
A member or associate may offer services
of a type performed by public account
ants only in the form of either a proprie
torship, or a partnership, or a profes
sional corporation or association whose
characteristics conform to resolutions of
Council.

Institutional ads urge careers as CPAs
Last fall, in a continuing campaign to recruit
qualified people to the profession and to inform
students about the nature of services rendered by
CPAs, the Institute’s public relations office placed
advertisements in 42 major college newspapers
and in a regional issue of the Time student edi
tion. The results were even more encouraging
than the previous efforts.
These institutional advertisements are part of
a program begun in 1968, aimed at college fresh
men and sophomores. In addition, an ad was
placed in the publications of 13 predominantly
black colleges. Another, aimed at high school
students, was run in the New York lim es Stu
dent Weekly.
Eight advertisements are now available to state
societies for supplemental use. They are also sug
gested to members as an alternative to the usual
"compliments of a friend” so often placed by
professional men in high school yearbooks and
newspapers.

Japanese CPA Institute invites members to meet with study group
AICPA members who will be visiting the 1970
world exposition in Japan have been invited to
meet informally with a study group sponsored by
the Tokyo Chapter of the Japanese Institute of
CPAs in order to promote a better understanding
of the accounting practices of both countries.
The objectives of the study group, comprised
of about 20 CPAs who are partners of audit cor
porations, individual practitioners, officers of
private enterprises, etc., are to study English and
to become familiar with U.S. generally accepted
auditing standards and generally accepted ac

counting principles. So far the group has covered
Statement on Auditing Procedure No. 33 and
Accounting Research Study No. 7 and intends
to study all APB Opinions issued by the Amer
ican Institute.
Members who are interested should write to
Shunsuke Watanabe, CPA, care of Tokyo Chap
ter of Japan Institute of CPAs, Asahi Building,
3-5 Edobashi, Nihonbashi, Chuo-ku, Tokyo,
Japan, stating their anticipated dates of stay in
Tokyo so that the group may arrange for an
informal party.
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Ethics division amendsindependence opinion
Opinion No. 19 interpreting Rule 1.01 of the
Code of Professional Ethics was amended at the
December meeting of the division of profes
sional ethics. It now incorporates the division’s
views which were previously expressed in an
informal ruling (The CPA, July-Aug.69, p .11)
which followed in response to requests for clar
ification of the original opinion ( The CPA
April69,p.16 ).
The revised opinion follows. The italicized
sentence shows the change.

,

" O p in io n N o . 19: Independence of Mem
bers Expressing Opinions on Financial
Statements of Banks

"Rule 1.01 states in part 'A member . . . be
fore expressing his opinion on financial state
ments, has the responsibility of assessing his
relationships with an enterprise to determine
whether, in the circumstances, he might expect
his opinion to be considered independent, ob
jective and unbiased by one who had knowledge
of all the facts.’
"With the increasing number of engagements
involving the expression of opinions by certified
public accountants on the financial statements
of banks, questions have been raised as to

Concurrent membership (from page 2)

Similarly, I cannot get excited about the fears
expressed for the autonomy of the state societies.
The structure of our professional organizations
as it stands today is, in my opinion, locked in—
it is unchangeable. The Institute is here to stay
and so are the state societies. From now on, as in
the past, our respective futures depend upon en
lightened co-existence, close co-ordination and
mutual trust.
Because I believe that concurrent membership
can make our profession’s future more produc
tive, I should like to suggest that a task force com
posed of representatives of the State Society Ex
ecutives Association and members of the AICPA
staff be appointed to study the many problems
that must be solved before concurrent member
ship can become a reality. The task force might
develop a model form of agreement for consider

whether a deposit or a loan relationship between
a bank and its auditors may affect the auditor’s
independence.
"With respect to deposits, the auditor’s inde
pendence may be impaired if deposits of a mem
ber or his firm are in jeopardy during the period
from the commencement of field work to the
date of the auditor’s report.
"A member or his firm having loans from a
bank would be considered to be lacking in inde
pendence if such loans in the aggregate are
material in relation to the net worth of the firm
and its partners, or if a partner has a loan from
a bank, not guaranteed by the firm, which is
material to his net worth. The foregoing state
ment would not apply to home mortgages or
other secured loans arising out of the bank’s
normal lending procedures. Materiality applies
to the period mentioned in the preceding para
graph.
"Where the bank maintains a trust depart
ment, the auditor should also assess his relation
ship with that department in the light of the
foregoing criteria. For example, if the trust de
partment holds a trust fund of which the auditor
is a beneficiary or holds assets of the auditor’s
retirement plan and such assets are in jeopardy
during the period of his examination, the audi
tor’s independence may be impaired.”

ation by members of the societies and the Insti
tute, if it is feasible to do so.
Presumably the current status of members in
one or both organizations would be unchanged.
At the same time the mechanics might be estab
lished whereby, as of a certain date, a state society
that had elected to go the common membership
route would admit new members who would
automatically become members of the Institute.
The program would be on a state-by-state basis,
and some states might delay indefinitely the con
current membership program. In the meantime,
the way would be open to those states who would
find the program advantageous.
I’d appreciate hearing your views about the
task force recommendation and the entire subject
of concurrent membership. Feedback is our only
measure of member opinion. A convenient ques
tionnaire appears opposite.

Concurrent Membership
in the American Institute and State Societies
What do you think about the subject of concurrent membership as dis
cussed by President Kessler (see page 2)?
• Do you think there is some merit to the proposal that
voluntary agreements be reached between the American
Institute and each state society of CPAs whereby all new
members of either organization would be required to join
the other?
• Should a task force composed of representatives of the
State Society Executives Association and the Institute staff
be appointed to study the problems and implementation
of concurrent membership?
Please use the reply card below to give us your answers and any com
ments you may wish to make on these important questions. There is no
need to identify yourself (unless you wish) and the card requires no
postage.
T h ank y o u .

Questionnaire on Concurrent Membership
in the American Institute and State Societies
Dear Mr. Kessler:

□ I think the idea of concurrent membership is a good one and a "task force"
should be formed to study the problems involved.
□ I see no merit in the idea of concurrent membership and feel it should
be dropped.
I am a

□

Public accounting practitioner
□

Executive

□
□

Accountant in industry

□

Government employee

Teacher

□

Other (please specify)__________________________________________

I currently reside in the state of______________________________________
I am

□

am not □

a member of the__________________ State Society.

Comments______________________________________________________

Your Name (optional)_____________________________________________
PLEASE c h e c k a n d

return

th is

form

— it r e q u i r e s n o

postage

FIRST CLASS
PERMIT NO. 14212
NEW YORK, N. Y.

BUSINESS REPLY MAIL
N O POSTAGE STAMP NECESSARY IF MAILED IN THE UNITED STATES

P O S T A G E W ILL BE P A ID B Y -

A M ERICA N INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS
666 FIFTH AVENUE
NEW YORK, NEW YO RK 10019

ATTN: MR. LOUIS M. KESSLER, CPA
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Practical aspects of incorporation
By W il l ia m T. D iss
Approval by the necessary two-thirds of the
members voting has just been obtained in the
recent ballot ratifying an amendment of the Code
of Professional Ethics (Rule 4.06) to permit the
practice of public accounting by a professional
corporation or association whose characteristics
conform to resolutions of Council, particularly
the resolution approved by Council on May 6,
1969 [see The CPA, July-Aug.69, p .10].
Existing professional corporation statutes may
present certain obstacles to incorporation by ac
counting firms. A number of these problems par
ticularly affect firms engaged in multistate prac
tice. With these obstacles in mind, the Institute’s
committee on state legislation has approved
certain amendments to the Institute’s "Form of
Regulatory Public Accountancy Bill,” which, if
adopted by the states, would provide for the qual
ification and regulation of accounting corpora
tions in a manner consistent with the Council
resolution and the practicalities of modern ac
counting practice.
The purpose of this article is to discuss practi
cal problems which the author believes should be
carefully weighed by accountants considering the
possibility of incorporation. Since the present
professional incorporation statutes vary widely
from state to state, the remarks which follow
have largely to do with problems relating to the
Council resolution and federal tax law which a
firm contemplating incorporation should take up
with its legal counsel. Counsel should give care
ful attention as well to considerations presented
by state law.
Fundamental tax decision

It is assumed that the firm has considered the
general advantages and disadvantages of straight
corporation, Subchapter S corporation, or part
nership tax reporting, and has decided that one
of the two corporate forms of reporting is desir
able for the firm. However, insufficient thought
may have been given to the "income bunching”
resulting in year a partnership is incorporated.
Specifically, during the transition year, the
partners will report the full 12 months’ partner
ship salary, interest and profits from the partner
ship fiscal year ending in the partners’ calendar
year of incorporation—and in addition will re

port salary received during the remainder of that
calendar year from the corporation. The former
partners, as corporation executives and employ
ees, may decide to defer salary and bonus pay
ments from the corporation until the succeeding
calendar year. However, if the firm’s receivables
have been transferred to the corporation, a per
sonal cash-flow problem is presented to the “em
ployees” during the period of deferral. Further
more, unless the "bunching” is simply postponed
until a later year, such deferral must be perennial.
The cash-flow aspect is even more serious
where the partnership has been reporting on the
accrual method, since it may be impractical to dis
tribute uncollected earnings (receivables) im
mediately prior to incorporation. The "bunch
ing” is further compounded if the partnership
incorporates on a date subsequent to its regular
fiscal year-end; in that circumstance, there will be
included a full fiscal-year partnership income, a
stub-period partnership income, and (unless de
layed) corporation salaries. A careful computa
tion should be made of the consequences, includ
ing any alleviation through the income-averaging
provisions. These provisions are liberalized for
1970 and later years under the Tax Reform Act
of 1969.
Another threshold factor which must be care
fully considered is the strong "lock-in” compel
ling the firm to continue its practice as a corpo
ration because of the heavy tax cost arising upon
liquidation. A conventional liquidation would
require the corporate owners to report as pro
ceeds the fair market value of firm goodwill and
unrealized receivables—as well as other assets

About the author...
William T. Diss, CPA, is chairman of the
Institute's committee on state legislation
and has been a member of the commit
tee since 1966. Mr. Diss is a partner in
the Denver office of Arthur Young & Com
pany. He has also served on the Insti
tute's Council and is past president of the
Colorado Society of CPAs. Mr. Diss re
ceived his B.S. at Regis College and his
LL.B. at Denver University College of Law,
where he now teaches taxation courses
on a part-time basis.
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reflecting accumulated corporate earnings. If the
value assigned to the unrealized receivables is
50 per cent or more of the value of all assets
(including the receivables), the corporation pre
sumptively is collapsible, and the entire gain will
probably be reportable by the owners as ordinary
income (as well as preventing use of the alterna
tive "one-month” liquidation).
The collapsible corporation status may be
avoided (1) if arrangements are made by buysell agreements or otherwise to place a high value
upon goodwill, or (2 ) by having the corporation
adopt the accrual method of accounting, or both.
Prospective incorporators should weigh the tax
advantages sought from current corporate report
ing against this "lock-in” factor and the ramifica
tions of solutions to the “lock-in.”
Professionalism

Achievement and maintenance of high profes
sional standards is of prime importance, both to
the incorporating firm and the entire profession.
Many of the profession’s leaders favored the
ethics changes only on condition that a high de
gree of professionalism be assured for incorpo
rated practices.
This objective should be secured if the require
ments of the Council resolution are observed, and
the substantive provisions of the Form Bill
changes referred to above are adopted by the leg
islatures of the various states. The requirements
presently established by Council, which should
be carefully noted and discussed with attorneys
assisting the incorporating firm, include:
1. Any corporate purpose or business incom
patible with a public accounting practice is pre
cluded. Accordingly, an accounting corporation
should be vigilant to avoid side activities produc
ing an atmosphere of commercialism.
2. All shareholders must be CPAs of some
state or jurisdiction.
3. Each shareholder must own his shares at
all times beneficially in his own right. This ap
parently will prevent the shareholder from trans
ferring his stock to a revocable living trust, and
further will prevent the use of voting trusts or
nominees.
4. Procedures must be established to allow
the sale or disposition of stock by an owner who
becomes disqualified.
5. Use of an impersonal or fictitious name for

the corporation is forbidden. In line with individ
ual liability considerations, it may be advisable
in many states for the firm’s title to indicate that
it is a corporation.
6. The Council resolution states that subsidi
ary or affiliated corporations "shall not be formed
for the purpose of further limiting liability.” It
is understood that the professional ethics division
currently intends this requirement to be inter
preted as prohibiting an unreasonable multipli
cation of corporations.
7. Finally, the corporation must maintain
adequate capital and/or professional liability
coverage if it is to avail itself of the perquisite
of limited liability. The Council resolution, as
amended in October, specifies insurance cover
age of $50,000 per shareholder/officer and
professional employee, with a maximum of
$2,000,000 .

Other regulatory implications

Other regulatory implications should be con
sidered by the incorporating firm, including the
need to register the corporation and each office
as well as to obtain annual permits. The impact
of state and local corporation taxes and fees
should be considered. Depending on the local
state law, filings with the board of accountancy
may be a public record, and the firm should con
sider any resulting disclosure of its affairs.
Consideration should be given to the share
holder composition of each company so that the
objective of "principal employment” or "active
conduct of practice” by each owner can be met. A
multiple corporation (and partnership) struc
ture may be necessary where an interstate practice
wishes to incorporate, and all states in which it
practices have not permitted qualification of for
eign professional corporations.
Individual liability

Some attention should be given to the protec
tion of individual shareholders from liability.
The first aspect relates to the ordinary contracttype liability which shareholders achieve in the
ordinary commercial corporation.
Stationery, billheads, receipts, telephone list
ings, leases, loans, equipment purchase contracts
and employment agreements should all reflect
the corporate name (and the name make evident
that the enterprise is incorporated). All agree
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ments and commitments should be made in the
corporate name by a corporate officer signing in
his representative capacity. In the same vein,
there should be careful attention to corporate
housekeeping details, particularly shareholder
and director minutes and employment agree
ments. The minutes should record important
corporate decisions and specify the lines of re
sponsibility and control over each office.
The second area is more subtle and difficult.
It relates to protection of individual shareholders,
after incorporation, against tort-type liability,
such as claims brought against the firm for negli
gence in the conduct of an audit, liability to pur
chasers of securities under the 1933 Securities
Act, negligence or fraud in the recurring audit
work as affecting the purchase and sale of secu
rities under the 1934 Act, negligence in the prep
aration of income tax returns or representation of
the taxpayer, and so forth. This will require care
ful attention by the firm’s legal counsel.
Continuity of practice

Incorporation of a professional firm in some
cases may pose fairly serious problems respecting
succession of the professional principals and
continuity of practice. To illustrate, a corporation
reporting on the cash method of accounting fre
quently may be a collapsible corporation unless
arrangements are made to establish a high value
for goodwill—i.e., the corporation may be pre
sumptively collapsible because more than 50 per
cent of its total asset value reflects unrealized
receivables. In this circumstance, a withdrawing
or retiring stockholder must report the entire gain
from redemption of his stock by the corporation,
or sale of the stock to his successor, as ordinary
income (unless the stockholder owns 5 per cent
or less of the corporation). To compound the
problem, the corporation must capitalize as treas
ury stock the cost of any shares redeemed, and
the successor shareholder must capitalize the cost
of any stock purchased.
The “ service partner” problem, as a practical
matter, is presented in a more visible way when
the practice is incorporated. An adverse tax result
is likely where corporate shares are transferred
as bonus stock to an existing or new stockholder
in return for his agreement to become active in
the firm. The transferee owner will have ordinary
income on the value of the stock, and it may be

difficult for a transferring shareholder to claim
any deduction. If the transfer is by the corpora
tion, from unissued or treasury shares, a deduc
tion may be allowed subject to the ceiling of
reasonable compensation.
In the event there is an installment redemption
by the corporation of its stock, the withdrawing
owner must report a portion of each payment as
gain (ordinary income, if the corporation is col
lapsible) . By comparison, the withdrawing part
ner may use "cost recovery” reporting. A partner
ship also has the overall continuity advantage
for tax reporting in that payments reportable as
ordinary income by the withdrawing member are
considered to be deductible to the continuing
members.
The continuity of the firm is important. The
principals should carefully consider not only the
"lock-in” noted early in this article, but also the
increase in taxes at the time of ownership changes
compared to the partnership format. In some
cases, the combination of the "lock-in” and in
creased income taxes on ownership changes may
make a tax-free reorganization disposition of the
firm into another firm quite attractive.
employment agreements

Apart from the basic articles, bylaws and buysell agreements, the basic ingredient of the corpo
ration structure will be the employment agree
ments with all officers and staff, particularly
shareholder/officers. One important caution here
is that there is less flexibility in establishing a
salary and bonus plan which will meet the reason
able compensation test than in establishing, and
changing from time to time, partnership profitsharing ratios. Deductibility of the bonus as
reasonable is strengthened by establishing the
formula in advance. Year-end "pot distributions”
may be disallowed as dividends in some instances.
In addition to compensation, the agreement
might cover other points, as follows:
1. Wage continuation and disability payments
when the officer or employee is absent from work
from illness or disability.
2. Resignation and discharge provisions.
3. Detail listing of business expenses to be
borne by the employee without reimbursement
from the corporation.
4. Provision, if any, for payment of personal
expenses by the corporation, and the deadline

12
time for the repaying of such advances.
5. Deferred compensation arrangements.
6. Forfeitable $5,000 death benefit to named
beneficiary or estate.
7. Reimbursement provisions, if any, for mov
ing expenses.
8. Split-dollar insurance agreement.
9. Stock option plan participation.
Employee plans

The employee plan area should receive careful
attention, particularly where a material objective
in incorporating is to obtain the tax advantages
available under these plans. Apart from retire
ment plans, a careful review should be made of
group insurance programs, including health, ma
jor medical, income protection, group term life
and accidental death insurance programs. Al
though the Internal Revenue Code imposes no
nondiscrimination rule, accounting corporations
may find it desirable to cover nonstockholderemployees on a liberal basis in order to avoid
arguments with the Internal Revenue Service as
to whether the plans were established for the
participants as "employees” or as "shareholders,”
and to obtain the benefits of a motivated, lowturnover work force. These plans have the gen
eral tax advantage of a current deduction to the
corporation, and (apart from the $50,000 group
term life ceiling) no taxable income to the per
sons covered.
Profit-sharing and pension retirement plans
will probably be more significant in dollar
amounts than the group insurance plans. The
Code here requires nondiscrimination, and rea
sonable provisions for employees who are not
stockholders, officers, supervisors of highly com
pensated persons. Attempts to "crowd the line”
in such plans could endanger the whole corpora
tion structure as well as create an atmosphere of
resentment among the staff.
Discussion of factors for consideration in these
plans is beyond the scope of this article. Certain
points may be pertinent, however, including:
1. Deferred vesting may reduce staff turnover.
2. The profit-sharing version may be superior
to the pension version. More emphasis is placed
on incentive and motivation, and benefits of su
perior investment performance inure to the par
ticipants rather than reducing future corporate
expense.

3. The pension version may be superior where
the key officer group is older and will retire in a
few years, permitting heavy contributions under
a fixed benefit plan.
4. The Tax Reform Act of 1969 imposes the
same contribution ceilings for a professional
corporation electing under Subchapter S as apply
to an H.R. 10 partnership plan.
5. The 1969 Act also repeals (as to company
contributions after 1969) the capital gain privi
lege on lump sum distributions from corporate
retirement plans, eliminating an important for
mer advantage of corporate over partnership
plans.
One-man corporation

The sole practitioner faces unique difficulties
under present state law in achieving an effective
incorporation of his practice. Many states which
have enacted professional corporation legislation
require two or more principals. Most states re
quire at least three directors, and unless the
practitioner is agreeable to having CPA staff
members or outside CPAs serve as directors, there
could be a majority of lay persons on the board.
The Council resolution, in these circumstances,
would require that lay directors exercise no
authority over professional matters.
Here it might be noted that where the rele
vant provisions of the Form Bill are enacted they
would offer the sole practitioner and the small
firm a large measure of flexibility by providing
four choices: (1) the number of directors could
be limited to the number of shareholders; (2)
CPA staff members could be elected to the board;
(3 ) outside CPAs could serve on the board; (4)
subject to their lack of authority over professional
matters, lay directors could be elected instead.
An incorporating firm should carefully review
with legal counsel the relative merits, practical
and legal—including tax consequences—of how
its board of directors is to be filled. This, of
course, should be a part of a broader program of
review directed toward giving flesh and substance
to the corporation.
Assuming the corporation is recognized for tax
purposes, careful attention should be given to
avoiding the personal holding company status
which applies if more than 60 per cent of the
firm’s gross income is derived from "personal
service contracts.” In this respect, it would be
helpful for the engagement agreements not to
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specify performance of service by the named
practitioner. Furthermore, it would be helpful to
express an understanding that in the event of
absence or other emergency another specified per
son or firm will serve the client.
Another possible pitfall involves the authority
of the Internal Revenue Service to reallocate in
come among related taxpayers, viz., the corpora
tion and its sole stockholder. The courts have
approved such reallocation in cases involving
professional entertainers, athletes and the man
agement consultant. A possible solution here
might involve an employment agreement be
tween the corporation and the practitioner speci
fying that his salary and bonus will cover the
value of his services, and that the corporation will
be entitled to retain all income attributable to the
invested capital and goodwill of the practice.
An analogous problem area may confront
groups of practitioners who may contemplate a
"paper corporation,” with no practical change in
the conduct of the several practices. The Internal
Revenue Service has successfully challenged the
validity of such a corporation.
Subchapter 5 vs. straight corporation

A Subchapter S election will rarely be prefer
able to straight corporation reporting since under
the Tax Reform Act of 1969 it would be subject
to H.R. 10 contribution ceilings. This handicap
aside, Subchapter S election has these advantages:
1. Except as salary and bonus payments may
affect allocations of corporate contributions for
retirement plan purposes, the reasonableness of
salary and bonus paid to stockholders becomes of
minimal importance.
2. The hazard of additional corporation sur
tax for improper surplus accumulation is avoided.
Such accumulation may be present where a suc
cessful firm does not contemplate expansion, the
number of shareholders is limited and corporate
funds are held to provide for loans to stock
holders or (unless I.R.C. Sec. 303 applies) for
eventual redemption of shares held by dominant
stockholders.
3. Personal holding company problems are
also sidestepped.
4. The double taxation of dividends is avoided.
A straight corporation may mitigate such tax
ation by a judicious debt-equity structure, but the

83rd annual meeting reminder
Members are reminded that this year's
annual meeting in New York City will be
held somewhat earlier than usual: Sep
tember 20-23. The Waldorf-Astoria will
be the headquarters hotel.
Watch future issues of The CPA for more
information on the meeting.
sensitivity of this area and the importance of
avoiding a wholesale tax war betwen the firm
and the IRS must be considered.
5. Operating losses (hopefully none), initial
first-year depreciation, capital gains, and exempt
income (if any—depending upon ability of the
corporation to hold investments), and invest
ment credit may be "passed through” to the
owners for possibly more effective application on
their individual returns.
6. A fiscal year can be selected to alleviate the
"income-bunching” problem referred to at the
beginning of this article, i.e., a fiscal year ending
early in the calendar year. This opportunity may
be lost, depending on future legislative action.
However, the straight corporation may have
considerable advantages over Subchapter S re
porting—not the least of which is the lack of an
H.R. 10 contribution ceiling — including the
lower top income tax bracket, and the overall
problems of Subchapter S qualification. For ex
ample, a straight corporation may have more
than ten stockholders and may have a second
class of stock for "junior partners.” There may
be some liberalization in this area from future
legislation, both as to qualification and more
flexibility in distributing income to the share
holders. The reader should note, however, that
both the Subchapter S and the straight corpora
tion are subject to the "lock-in” and continuity of
practice problems.
The principals in a firm planning to incorpo
rate must regard this event as of first priority
importance, and consider carefully the aspects
discussed or suggested in this article.

:

E d N o t e For more detailed coverage of the tax

aspects of professional incorporation, see the
February issue of The Tax Adviser.
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Institute reactivates information service
The Institute has reactivated its technical in
formation service and is once again in a position
to answer members’ questions on accounting,
auditing, financial presentation and audit re
ports. The service had lapsed for several months
because of a personnel shortage.
Now Woolsey Carmalt, who had been editor
of Accounting Trends and Techniques, has been
named manager of the information service.
The objective of the service is to afford re
search facilities to members. Its function is to
provide references and information, carefully
considered staff opinions, and guidance on prob
lems of professional practice. (Institute policy
does not permit the staff to respond to tax or
legal questions.)
The answers to members’ questions are ac
companied by the following disclaimer:
"Views expressed by the technical informa
tion service are not official opinions of the Insti
tute or any of its committees, unless so indicated.
Comments of the technical information service
staff must be accepted as the personal views of
the individuals who offer them. Efforts are made
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to offer reliable and helpful replies to inquiries
presented, and accordingly, the service consults
available authoritative sources to the extent that
time and work load permit. The service’s sug
gestions are based solely on the facts presented
to it, and are applicable only if the circumstances
are not changed.”
For the present, no charge is made for answer
ing inquiries. They may be directed by mail to
Technical Information Services (Woolsey Car
malt, Manager) in care of the Institute, 666
Fifth Avenue, New York, New York 10019, or
by telephone.

November examination figures
New highs were recorded for both the number
of candidates taking the November 1969 Uni
form CPA Examination and the number of pa
pers written. There were 21,950 candidates and
81,849 papers. The previous records had been
set by the November 1968 exam— 19,467 candi
dates and 70,731 papers. The increase is consist
ent with the trend of recent years.
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Direct election of Councilmembers begins this year
New bylaw provisions require direct election of Council members by AICPA
members in each state entitled to replace members in 1970.
Thirty-eight jurisdictions, ranging in size from eight Institute members (Vir
gin Islands) to over 9,000 (New York), will participate in the first direct
election of Council members this summer. Here’s how it will work:
1. Each state has submitted to the AICPA committee on nominations a list
of recommendations equal in number to twice the number of vacancies.
2. The committee on nominations, meeting in March, will select the nomi
nees from each state from the lists submitted. (Note: Under the bylaws the
committee is not required to adopt these recommendations, but in practice it
usually does.) The list of nominees thus selected will be published in The CPA
at the time of nomination.
3. Following the deadline (May 20, 1970) for independent nominations
made by any 20 members of the Institute from a given state, ballot cards will
be mailed about June 20, 1970, to every AICPA member in each of the juris
dictions for a vote.
4. Vote will be by secret ballot and the kit provided will include:
• A ballot card listing all those nominated by the AICPA committee and,
if required, a ballot listing all the independent nominees submitted by others,
pursuant to the bylaws. Write-in votes will be permitted on the ballot cards.
• An envelope in which the ballot should be placed before returning.
• An identification certificate bearing the member’s name and address which
will be signed by the member and returned in the return envelope.
• A letter describing the procedures to be followed and biographical data
for each nominee.
5. The ballots must be received by August 7, 1970, and will be counted by
persons to be designated by Council.
6. When the results have been confirmed for publication the membership
will be notified and the elected members will be invited to attend the Council
meeting which precedes the annual meeting of the Institute.

Displacement of accounting firms in public offerings to be studied
President Louis M. Kessler has announced appointment of a special committee
to study displacement of local and regional CPA firms from engagements
related to public offerings of securities.
At its first meeting on January 23, 1970, in New York, the new committee
agreed to pursue the following objectives: to collect
( continued on page 4)
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from the President
LOUIS M. KESSLER

Ecology: a challenge for the CPA ?
In a talk I gave before Town Hall of Cali
fornia last December, I discussed a subject which
might seem somewhat removed from the cus
tomary interests of CPAs. The title of the talk
was "Intangible Values: A New Business Objec
tive,” and the theme was the need for business
leaders to take concerted action to prevent the
deterioration of our environment—the pollution
of air, land and water. I also mentioned the in
creasing participation of accounting firms in
programs designed to cope with this problem.
Since my talk (and, I hasten to say, not as an
instance of cause and effect) the clamor against
pollution has been mounting. It reflects the grow
ing public demand for action.
A considerable part of President Nixon’s State
of the Union message was devoted to the subject.
He called for a deeper concern by all citizens for
the quality of life in America. He said that our
recognition of the truth that wealth and happi
ness are not the same thing requires us to measure
success and failure by new criteria.
He chose the same issue as the subject of his
first legislative message of the new year—pre
sented to Congress on February 10. Also in Feb
ruary, Fortune magazine devoted an entire spe
cial issue to "The Environment: A National
Mission for the Seventies.” The lead article had
this to say: "American business, since it organ
izes and channels a high proportion of the total
action of this society, has been and still is deeply
implicated in depredations against the environ
ment. Any way out of the present mess will have

Editor: Barbara J. Shildneck
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to rely heavily upon business for resources, for
innovation, and for leadership.”
The Fortune article noted that more is needed
than just a "piecemeal dosage of technical anti
dotes.” In a similar vein, I said, in my California
talk, that the problem will not be solved by a
"miscellany of fragmentary and ad hoc efforts.”
There is need for better measurement, evalua
tion and organization of antipollution programs.
This was evident in a recent cost-effectiveness
study made by the General Accounting Office of
the $5.4 billion spent since 1956 by federal, state
and local governments in efforts to reduce pollu
tion of waterways. The study found that the
programs were conducted with a "shotgun ap
proach” and had "no appreciable effect on
reducing the pollution or improving the water
quality.” A number of CPAs on the GAO staff
worked on this water pollution study.
It seems to me only natural that members of
our profession, with their special skills in meas
urement techniques and cost-benefit analysis,
should be involved in the environment crisis.
In fact, several accounting firms are already
at work on it.
One firm is conducting preliminary studies on
the feasibility of establishing a National Insti
tute of Ecology which is conceived as being a
co-ordinating point for conservation and anti
pollution programs. Activities of such a body, if
it comes into being, will include long-range re
search, an electronic data bank for centralized
storage of field research data, and guidance to
ecological studies in universities.
Other accounting firms are working with re
gional groups in evaluating the effectiveness of
antipollution efforts at the local level. Some fore
see the use of operations-research techniques to
simulate alternative methods of control and
abatement in order to find the most effective
solutions to potential pollution problems.
Engagements such as these augur new dimen
sions for our profession. They link the expertise
of accountancy with that of other disciplines in
dealing with major problems facing society
today.
( continued on page 6)
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Tax division to assist Treasury in
preparing regulations
The Treasury Department has asked the
AICPA tax division to assist in the massive job
of preparing regulations under the Tax Reform
Act of 1969. The Treasury asked for tax division
aid in a three-part project:
1. To classify each Act section under one or
more of eight categories suggested by the Treas
ury. This would establish priorities as to the need
for regulations under particular Act provisions.
2. To recommend what items should be cov
ered and what positions should be taken in the
regulations to be drafted under the Act.
3. To point out errors in statutory language
which should be the subject of corrective legis
lation.
The classification of Act sections has been com
pleted and submitted to the Treasury. The other
parts of the project are now being developed. The
tax division invited state society tax committees
to participate in the second and third aspects of
this effort.
William T. Barnes, tax division chairman,
cited this project as a unique and challenging
opportunity for the profession to participate in
the preparation of regulations during the initial
phase of their development.
Private foundation tax forms to be reviewed

In a related development, tax division repre
sentatives were asked by the IRS to review the
Act sections regarding private foundations and
prepare a report on the content of the new return
forms which these organizations would file.
In effect, the Act overhauled the tax law with
respect to private foundations. This created a host
of problems, including new tax forms, for the
foundations, their managers and the tax practi
tioners who assist them.
On February 13, the tax division submitted a
10-page report setting forth the information to
be required on the form. The report recommends
that a "major objective in designing the [private
foundation] return should be to make it as 'auto
matic’ as possible. The statute is so complex and
the responsibilities of the foundations and its
managers so great that all information necessary
under the law should be specifically provided for
in the return.”
The text of the tax division’s report will ap
pear in the April issue of the Tax Adviser.

AICPA Insurance Trust
passes $1 billion mark
The committee on insurance of the AICPA
Insurance Trust announces that insurance
in force under the American Institute of
Certified Public Accountants Insurance
Trust Plans now exceeds $1 billion— with
an equal amount of accidental death and
dismemberment coverage also in effect.
An increase of some $150 million during
the fiscal year ending March 31, 1970,
made this breakthrough possible. This is
the largest annual gain ever recorded in
the Trust’s 23-year history and indicates
the enthusiastic member interest in this
program of low-cost, basic life insurance
coverage.

Kessler to speak at Conference on
Computers and Information Systems
Institute President Louis M. Kessler will be
the luncheon speaker on the first day of the Sixth
Annual AICPA Conference on Computers and
Information Systems. The 21½-day meeting will
be held May 18-20 at the Jack Tar Hotel in San
Francisco.
This year’s program has been broadened to
serve the needs of CPAs in both public and pri
vate practice who must cope with some facet of
EDP as well as those of CPAs who are now oper
ating computer installations (or providing EDP
services) or are contemplating any such involve
ment.
Panel discussions will be held on computer
tax return preparation and the audit guide being
developed which deals with the auditing of
service-bureau-produced records. There will also
be parallel sessions appropriate for different
levels of EDP sophistication.
The informal evening orientation sessions and
the supplier presentations, so popular in the past,
will again be featured.
Further details, as they become available, may
be obtained from Noel Zakin, manager of com
puter technical services at the Institute. The reg
istration deadline is May 4, 1970.
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Suggested book list now available
The revised list of suggested books for an
accountant's library has been completed
and is available to members at no
charge. The list has been updated to in
clude book titles through 1970 and may
be obtained by writing to the library,
American Institute of CPAs.

Displacement of accounting firms ( from page 1)

as much information as possible about the circum
stances surrounding displacement of accounting
firms when clients go public, and the extent to
which firms have been able to resist displace
ment; to establish liaison with investment bank
ers, stock exchanges and the SEC in an effort to
inform all concerned of the capability of many
local and regional CPA firms to perform the type
of work required for public offerings of stock; to
show accounting firms how to avoid the problem
of displacement by anticipating the client’s capi
tal needs and by guiding him through the ac
counting aspects of an initial offering of stock to
the public; and to assemble data regarding un
derwriters which will assist accounting firms
confronted with displacement.
Chairman Marshall S. Armstrong, vice presi
dent of the AICPA and partner in the firm of
Geo. S. Olive & Co., Indianapolis, stresses the
committee’s dependence on firms that have been
displaced, or that have successfully resisted dis
placement, for facts about the problem. The com
mittee is preparing a questionnaire to be mailed
in March to a representative cross section of the
membership; firms will be urged to share their
experiences freely, yet in confidence, with the
committee. Prompt completion and return of the
questionnaire to the committee will help it meet
the target dates set for completion of the study.
The other members of the committee, all part
ners of their respective firms and selected because
of their experience with the displacement prob
lem, are: A. Jay Bruch, John F. Forbes & Com
pany, San Francisco; John W. Hoyt, McGladrey,
Hansen, Dunn & Company, Moline, Illinois;
David T. Hutchison, Murphy, Lanier & Quinn,
Chicago; and Richard A. Nest, J. K. Lasser &
Company, New York.

Rounding out the committee are two AICPA
past presidents — Ralph E. Kent, partner of
Arthur Young & Company, New York, and John
W. Queenan, partner of Haskins & Sells, New
York. Both have expressed concern about dis
placement and its divisive effect on the profes
sion, and both have a keen interest in seeking a
satisfactory solution.
At its meeting the committee also agreed to a
timetable for its activities which will assure an in
terim report of its progress for presentation to
the Council at its meeting next September in
New York.

Five new PD courses available
The telephone operator in one CPA firm has
instructions to say, "Mr. X is out of the office
attending a professional development meeting.”
In other words, he’s doing something construc
tive and is not just "out.”
This CPA is just one of thousands (12,653 in
the last four months of 1969) who are taking
advantage of PD programs to keep up with the
latest technical developments in the profession.
Five new courses will be offered this summer.
• "Omnibus Opinions—APB No. 10 and
No. 12” is designed for CPAs who are expected
to be expert in the area of accounting principles.
Subjects range from consolidation and pooling
of interests to convertible debt.
• "Basic Concepts in Estate Planning” was
developed on the theme of planning, assuming
that the participants are already familiar with
the principles of estate, gift and income taxation.
Prerequisites are the AICPA seminars on "Estate
and Gift Taxation” and "Income Taxation of
Estates and Trusts” or equivalent knowledge.
• "Tax-free Reorganization” is designed for
CPAs with a good background in tax funda
mentals who want to know how to handle corpo
rate reorganizations.
• "What the CPA Should Know About In
surance” should enable the practitioner to advise
his client on the various types of coverage avail
able, including the special multi-peril coverage.
• "Audits of Inventories” entails planning
physical counts of inventories and observing the
actual taking of those inventories.
Additional details, as well as a registration
form, are available in the PD catalog, which was
mailed to members this month.
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Training program enlarged
The expanded staff training program, another
PD activity, will cover subjects, problems and
professional developments on six successive
levels of knowledge and experience. The levels
correspond roughly to the staff man’s first six
years of practice.
New courses which are available for presenta
tion after April 1 include:
General Training (Levels I and II)
Accounting and Auditing (Level III)
Taxation (Level III)
Management of a CPA Practice (Level VI)
Pilot programs planned for this summer in
clude:
Management Services (Level III)
Accounting and Auditing (Level IV)
Taxation (Level IV)
The courses are designed to supplement onthe-job training, which can often be disorganized
and incomplete, and also to save the time of
seniors who would otherwise have to assume the
role of teachers.
The courses are subject to constant revision,
as was the case with the course on Taxation—
Level III which had to be modified after the pas
sage of the 1969 Tax Reform Act.
For further information on available courses,
members should write the professional develop
ment division of the Institute or their state so
cieties.
The April-June schedule for PD and staff
training courses follows:
CO M PU TER CONCEPTS

Philadelphia, Pa.
E F F E C T IV E C O M M U N IC A T IO N

Wichita, Kans.
Lansing, Mich.
Reno, Nev.
E M B E Z Z L E M E N T — ITS P R E V E N T IO N
A N D CONTROL

Portland, Ore.
Kansas City, Mo.
Arlington, Va.
Philadelphia, Pa.
Los Angeles, Calif.
San Francisco, Calif

F IL IN G S W IT H THE S E C

$140

Cleveland, Ohio
Miami,Fla.
Minneapolis, Minn.
Harrisburg, Pa.
Kansas City, Mo.

M ay 7-8
M ay 7-8
M ay 14-15
M ay 18-19
June 18-19
$400

M A N A G E M E N T F O R RESU LTS

M ay 4-8

Portland, Ore.
S E L E C T IN G A N E D P S E R V IC E C E N T E R

Chicago, Ill.
Los Angeles, Calif.
Wakefield, Mass.

$140

June 4-5
June 22-23
June 25-26

ST A F F T R A IN IN G P R O G R A M — -LEVEL I

Atlanta, Ga.
Fayetteville, Ark.

S T A F F T R A IN IN G P R O G R A M — LEV EL II

Philadelphia, Pa.
Nashville, Tenn.
Hartford, Conn.
Seattle, Wash.

$300*

M ay 25-June 5
June 1-12
$250*

April 27-May 2
June 1-6
June 15-20
June 22-27

STA FF T R A IN IN G P R O G R A M — LE V EL III—
A C C O U N T IN G A N D A U D IT IN G
$250*

Lake Tahoe, Nev.
Zion, Ill.
Denver, Colo.
New Orleans, La.

M ay 18-23
M ay 25-30
June 8-13
June 15-20

ST A FF T R A IN IN G P R O G R A M - LEV EL III—
T A X A T IO N

Santa Barbara, Calif.
Denver, Colo.
Zion, Ill.

$250*

June 22-27
June 22-27
June 22-27

$350

June 1-5
$140

M ay 21-22
June 9-10
June 18-19
$140

April 27-28
M ay 21-22
M ay 25-26
June 11-12
June 15-16
June 18-19

S Y S T EM S W O R K S H O P
FOR A C C O U N T A N T S

Pittsburgh, Pa.
Oklahoma City, Okla.
Milwaukee, Wis.
Washington, D.C.

$140

M ay 4-5
M ay 14-15
M ay 18-19
June 4-5

W O R K S H O P O N C O R P O R A T E IN C O M E
T A X RETURNS

Framingham, Mass.
Tulsa, Okla.
San Francisco, Calif.
Chicago, Ill.

M ay
M ay
June
June

$70

14-15
18-19
11-12
18-19

*Does not include room and board, with exception of lunches and
coffee breaks.
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Students respond to accounting career article
Revised Code of Ethics sent to members
The revised Code of Professional Ethics,
which was mailed to members early this
month, includes the new amendment per
mitting practice in corporate form and
the spring 1969 Council resolution estab
lishing the characteristics of professional
corporations.
The publication also contains the inter
pretive opinions of the division of pro
fessional ethics. Changes in the opinions
include the rescinding of Opinion No. 15
("Disclaimer of Auditor Lacking Inde
pendence" ) and the rewording of Opin
ion No. 19 (“Independence of Members
Expressing Opinions on Financial State
ments of Banks”).

Resumes from college students interested in
accounting have been received by the Institute
in response to an article on accounting in Pros
pects, the fifth edition of Business Careers After
College, which is published by the student staff
of the Daily Princetonian at Princeton Univer
sity. Fifty thousand copies of the booklet were
distributed to students through the placement
offices of 200 colleges and universities.
In the booklet, graduating students interested
in any of the careers described were urged to send
in their resumes, indicating the firms to which
they were to be sent. To date, 25 resumes of stu
dents considering careers in accounting have been
received by the Institute and more are expected.
Some of the resumes are from graduate students.
Firms interested in obtaining photocopies of these
resumes should contact William C. Bruschi,
AICPA director of examinations.

Institute publications released
Ecology ( from page 2)

This trend in the profession has been dis
cussed for some time. The most recent reference
to it is in a new publication by the American
Institute entitled "Designers of Order” which,
incidentally, I recommend as good reading.
Referring to the application of accounting to
social programs, the booklet notes that in busi
ness accounting it is possible to determine costs
and sales results, while in social programs the
money costs can be calculated but the value of the
results cannot be expressed just in dollars and
cents. "Non-economic factors come into the pic
ture, and better scales of measurement than now
exist may have to be invented. The skills of certi
fied public accountants might well be useful to
some endeavor of this kind, although persons
trained in other disciplines—economists, psy
chologists and political scientists—would un
doubtedly be involved also.”
The development of our profession over the
years has depended upon refinement of its skills
and the application of its abilities to new tasks.
The process seems to be continuing, offering
CPAs today openings to greater service to society
and enrichment of their professional lives.

Several Institute publications are now avail
able for distribution:
The 23rd annual edition of Accounting Trends
and Techniques analyzes hundreds of corporate
reports. For the first time, the book includes a
"composite” set of financial statements which
have been developed to illustrate the techniques
and methods of presentation most frequently
used in the annual reports analyzed. It is avail
able from the Institute at a cost of $25 ($20 for
members).
Uniform CPA Examination Questions and
Unofficial Answers for the November 1969 exam
has been published and is available at $.75 per
copy.
The 1969 revised edition of Working With
the Revenue Code is available at $2.50 per copy
with the usual 20 per cent discount to members.
The pamphlet "Accounting Practice and Inter
national Business” is being distributed to embas
sies and foreign service officers in charge of com
mercial and trade affairs in various countries.
Selected American CPAs, living abroad, will
conduct follow-up discussions with members of
the State Department at American embassies.
They will attempt to relate the ideas expressed
in the pamphlet to the situation encountered in
their particular country.
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A reader urges consideration of professional conference groups
CPAs have a problem that each year is growing
more acute. They are becoming too far removed
from their national professional society. The rea
son is that they have little opportunity for in
volvement in Institute affairs.
Why is this a problem? To answer this ques
tion, we must go back to fundamentals. The
function of a profession is to serve society within
its area of competence. The function of the Amer
ican Institute of CPAs is to act as a means of
enabling its members to continue to serve society
well. The Institute performs its function best
when it has a broad span of contact with its
members.
At present that contact is limited. Only about
1,200 of the Institute’s 70,000 members serve on
committees; that’s less than 2 per cent. Attend
ance at annual meetings has leveled off at about
2,000—or less than 3 per cent. Even if we assume
that committee members and those who attend
annual meetings are different people, that leaves
over 95 per cent of our members, including virtu
ally all of our younger members, sitting on the
sidelines.
How can membership involvement be in
creased?
I believe that this can be brought about by
modifying the membership structure to provide
for conference groups or sections. Through such
a program, members with similar interests could
meet and hear the top men in the country pre
sent papers on specially tailored subjects. To
begin with, sections might be created in such
areas as tax accounting, management accounting,
financial reporting of public corporations, ac
counting for small business and administration
of an accounting practice. A member could join
as many sections as he wished, but no one would
be required to join any.
Through such a conference program, members
would be able to meet and discuss areas of com
mon interest from their divergent points of view.
The sections would have their own dues and
would thereby be self-supporting. The govern
ing body of each section would be the related
senior committee of the Institute. Otherwise the
present Institute structure would be unchanged.
There is no conflict or overlap here with the
AICPA professional development program now
in existence. The professional development pro
gram is a formal, rather pedagogical program

involving more of an ad hoc teacher-student re
lationship, whereas the section or conference
group would be an informal vehicle for mass
participation. There is no conflict with state
society activities, because state society functions
have a different orientation. Technical programs
which they sponsor are largely ad hoc and then
they are limited to the participation of those with
in their own geographical areas.
A major advantage of such a conference pro
gram is that the sections would serve as forums
for exposure of new ideas, as an extension of
participation in present committee work.
Many members will recall that the proposal to
create sections was first advanced in 1962 but was
set aside after much discussion and debate. I
think it is high time we took another look at the
proposal.
Today the problem of membership participa
tion has intensified, not diminished. The mem
bership has nearly doubled since the sections
proposal was first considered. The increasing
complexities of our age have drastically affected
taxing jurisdictions, government regulatory bod
ies and business operations.
Now practitioners find it even more difficult
to keep abreast of the changing demands for their
professional services. The pressures of building
a practice and serving clients hardly allow time
for a CPA to cull from the vast and still-growing
literature the information he must have if he is
to stay up to date in his professional work.
We are living in a rapidly changing economic
climate. As a vital, social profession, we should
increase help to our members so that they may
keep pace with those changes which affect the
measurement and communication of economic
and social data.
The formation of sections or conference groups
would, I believe, go a long way toward solving
this problem. These groups would be non
political, voluntary and self-supporting. They
would be continuing forums for educational pro
grams, creative thinking and specialized associa
tions. They could be the means whereby thou
sands of members become more personally
involved in their national society and more active
and informed in their chosen profession.
D a vid F. Linowes, C P A
Laventhol Krekstein Horwath & Horwath
N e w York City
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Budge, Savoie comment on APB Opinions
Efforts of the AICPA Accounting Principles
Board to define clearly the standards of account
ing for business combinations were cited last
month by SEC Chairman Hamer H. Budge in a
statement before the Senate Subcommittee on
Antitrust and Monopoly.
The subcommittee, chaired by Sen. Philip A.
Hart (D-M ich.), is investigating what critics
believe to be a threat to free competition by the
recent corporate merger trend, particularly the
conglomeration of companies in diverse lines of
business.
Chairman Budge had been asked to comment
on "certain controversial accounting practices
which, by unduly raising reported profit rates and
share earnings, contribute to the growth of con
glomerates.”
[A Federal Trade Commission staff study, pre
pared for the Senate subcommittee and released
last November, had criticized merger accounting
practices, saying that they "have granted mergerminded companies almost limitless opportunity
to understate the market value of investments in
acquired enterprises.” JofA, Dec.69, p.12.]

the CPA.

Chairman Budge discussed at length the
APB’s effort to resolve the problems of account
ing for business combinations and goodwill, in
particular the position taken by the Board in the
exposure draft of an Opinion on this subject
( The CPA, Feb.70, p.1). He also referred to
APB Opinion No. 15, issued last May, in which
the Board established guidelines for computing
earnings per share data so that the immediate and
potential dilutive impact of outstanding securi
ties would be reported.
Leonard M. Savoie, executive vice president of
the Institute, also prepared a statement for the
Senate subcommittee hearings. The statement
outlined the function of the APB and its efforts
to improve accounting practices for mergers and
acquisitions. Mr. Savoie noted it was the intent
of the Accounting Principles Board to improve
financial accounting and reporting to the public.
He said that the Institute takes no position for or
against mergers or for or against buyers and
sellers of businesses. "Accounting principles,” he
added, "are intended to be set in a manner which
will result in the fair presentation of financial
information.”
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Armstrong nominated for institute president
Marshall S. Armstrong, Geo. S. Olive & Co., Indiana, has been nominated for
Institute president by the committee on nominations, which met in New York
on March 9. The committee also selected nominees for Institute officers for
1970-71, members of the Board of Directors and members of Council.
The four vice presidents nominated were: Ivan O. Bull, McGladrey, Hansen,
Dunn & Company, Iowa; Donald T. Burns, Arthur Young & Company, Cali
fornia; LeRoy Layton, Main Lafrentz & Co., New York; and Harry E. Ward,
Leatherwood and Ward, Texas.
Walter E. Hanson, Peat, Marwick, Mitchell & Co., New York, was renom
inated as treasurer.
Three members were nominated for three-year terms on the Board of Direc
tors: John C. Biegler, Price Waterhouse & Co., New York; Winston Brooke,
Brooke & Freeman, Alabama; and Robert K. Mautz, University of Illinois,
Illinois.
For the committee’s full report, see pages 4-5.

Tax Practice Responsibilities Statements approved for exposure
The executive committee of the tax division approved at its February 26-27
meeting exposure drafts of three Statements on Responsibilities in Tax Practice.
They deal with (1 ) "Advice to Clients,” (2 ) "Knowledge of Error—Return
Preparation,” and (3 ) "Knowledge of Error—Administrative Proceedings.”
The drafts will be mailed to state societies and others this month for comment.
Advice to Clients. In discussing the form and content of tax advice, the draft
of "Advice to Clients” states that the wide range of advice and the particular
needs of clients preclude formulation of specific standards. In deciding on con
tent and format, the CPA should consider such factors as the importance of
the transaction and the amounts involved, the specific or general nature of the
inquiry, time available for development of advice, technical complications pre
sented, existence of authorities and precedents, and the tax sophistication of
the client.
The draft recommends that advice be given in writing in important, unusual
or complicated transactions. Oral advice may be confirmed in writing. While
written advice may vary according to particular needs, it is suggested that the
advice ordinarily include a statement of the problem or issue, a statement of
the pertinent facts as the CPA understands them, a summary of relevant
authorities (Internal Revenue Code, Treasury Regulations, etc.) and a recom
mendation qualified as necessary.
( continued on page 3)
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from the President
LOUIS M. KESSLER

Education for the profession
"The accountant, if he is to command the
respect of professional men, should demand from
the young men entering the profession of account
ing the same training demanded from the young
men entering law, medicine or any other profes
sion. We cannot hope to be recognized as a
learned profession until that attitude is taken.”
Those remarks were made in 1907 by Joseph
French Johnson when he was dean of the New
York University School of Commerce, Accounts
and Finance, and editor of The Journal of Ac
countancy. Have we taken that attitude and have
we pursued it vigorously?
Several years ago the Institute recognized the
need for a delineation of the common body of
knowledge to be possessed by those about to be
gin their professional careers as CPAs. This led
to a study which culminated in the publication of
Horizons for a Profession. It, in turn, served as a
springboard for a study and a report (March
1969) by the committee on education and expe
rience requirements for CPAs.
By its approval of that report, Council of the
Institute now recommends that further reliance
for professional preparation be put on the formal
educational process by requiring not less than five
years of collegiate study for those who would
become CPAs.
The education proposed by the committee and
approved by Council is a combination of broad
general education, more specialized education in
business administration, and professional educa
tion in accounting. It should provide excellent

Editor: Barbara J. Shildneck
Production Assistant: Carol I. Altschiller

preparation for one planning a professional ac
counting career, whether in public, industrial or
governmental accounting.
It remains to be seen, however, whether the
colleges and universities will respond to the need
and implement the committee’s proposals.
With minor exceptions, accounting teachers
have reacted favorably to the illustrative curric
ulum contained in the committee’s report. But
accounting education is typically a part of the
school of business or the department of eco
nomics in the university or college. A modifica
tion of the curriculum will require approval of
at least a curriculum committee, in which the
accounting faculty will certainly be in the mi
nority if represented at all, or perhaps even of the
entire faculty of which the accountants will be
but a small part. It is by no means certain that
accounting teachers will be successful in convinc
ing their colleagues to make the needed changes
in the curriculum.
This uncertainty raises the question in the
minds of many whether the preparation for pro
fessional accounting is best provided through the
institutional framework in which such prepara
tion is typically offered.
All socially approved professions other than
accounting are supported by schools which pro
vide specific professional preparation. Except for
the accounting profession, graduation from a pro
fessional school is a prerequisite for entry. Al
though the merits of professional schools of ac
countancy have been considered at various times
by accounting educators, the idea has not gath
ered much support on the campuses. Still, the idea
lingers.
The accounting profession has taken no clear
stand on the question, possibly believing the mat
ter to be one solely within the jurisdiction of
educators. And it would be unfortunate indeed
if the accounting profession embarked on a policy
which could be interpreted as "telling the educa
tors” what they should do in curriculum matters.
However, a policy of silence may suggest to edu
cators that the profession is either completely
satisfied with their
( continued on page 5)
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Statements approved for exposure ( from page 1)

The exposure draft also recommends that
when the CPA gives advice to his client and as
sists him in implementing the procedures or plans
associated with the advice, he should review and
revise such advice as new developments affect the
transaction. In cases where the CPA is not in
volved in implementing the advice given, he may
communicate with his client when subsequent
developments affect advice previously furnished
with respect to significant matters. However, he
cannot be expected to have assumed responsi
bility for initiating such communications. Of
course, he may undertake this obligation by spe
cific agreement with the client.
Knowledge of Error—Return Preparation. The expo
sure draft of this Statement considers the CPA’s
responsibility when he learns of an error in a
client’s previously filed federal tax return, or of
the failure of a client to file a required federal tax
return.
The term "error” does not include cases where
there is or was reasonable support for the client’s
position. The draft is concerned only with errors
resulting in a material understatement of tax lia
bility. It would apply whether or not the CPA
prepared the return which contains the error.
The draft recommends that upon learning of
an error the CPA should inform his client
promptly. His advice, which may be given orally,
should include the measures to be taken. The
CPA is neither obligated to inform the Internal
Revenue Service nor may he do so without his
client’s permission.
If the CPA is requested to prepare the current
year’s return and the client has not taken appro
priate action to rectify an error in a prior year’s
return that has resulted or may result in a mate
rial understatement of tax liability, the CPA
should consider whether to proceed with the
preparation of the current year’s return. If he
does prepare such return, he should take reason
able steps to assure himself that the error is not
repeated. Furthermore, improper double deduc
tions, carryovers and similar items associated
with the uncorrected prior error should not be
allowed to reduce the tax liability for the current
year.
Knowledge of Error—Administrative Proceedings. The
exposure draft provides that when the CPA rep
resents a client in an administrative proceeding

regarding a return in which there is an error
known to the CPA that has resulted or may result
in a material understatement of tax liability, he
should request the client’s agreement to disclose
the error to the Internal Revenue Service. Lacking
such agreement, preferred practice requires that
the CPA withdraw from that engagement unless
the very act of withdrawal would clearly consti
tute a violation of the confidential relationship
with his client.
Copies of the exposure drafts are available to
members on request. Comments are invited.

AICPA plans information retrieval service
William C. Bruschi, present director of the
examinations division, has been appointed the
Institute’s director of information retrieval. In his
new assignment, he will assess the information
needs of the profession and develop a sophisti
cated computerized system to meet these needs.
Mr. Bruschi has been with the Institute since
December 1959 and has headed the examinations
division since September 1965. He will assume
his new duties on May 1, 1970.
Selected to succeed Mr. Bruschi as director of
examinations is Daniel L. Sweeney, Ph.D., cur
rently a partner of Peat, Marwick, Mitchell & Co.
A former member of the University of Iowa fa
culty, Mr. Sweeney joined the firm as director of
education in 1960.

The mail goes through... eventually
Members ordering books or other publi
cations from the Institute are reminded
that, under normal conditions, four to six
weeks may be required for delivery.
Orders take a week to process at the
Institute and from one to four weeks for
mail delivery.
O f course, because of the recent postal
strike, this time may be increased. Firstclass mail will continue to take prece
dence over book-rate mail.
If members need a publication in less
than a month's time, they may ask to be
billed for air parcel post.
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Notice of Nominations
American Institute of Certified Public Accountants
To the M em bers o f the
Am erican Institute
of Certified Public Accountants
In accordance with Article VI, Section 6.1.6 and 6.3 o f the bylaws, the following
report o f the committee on nominations is submitted to the members o f the Am erican
Institute of Certified Public Accountants.
John Lawler,
Secretary
N e w York, N.Y., M arch 11, 1 9 7 0

The committee on nominations
hereby nominates the follow ing for
officers, members o f the Board o f
Directors, an d members of Council
o f the Am erican Institute o f Certi
fied Public Accountants.

For Officers
(For fiscal year 1 9 7 0 -7 1 )

President
M arshall S. Armstrong,
Indiana

Vice Presidents
Ivan O . Bull, Iow a
D onald T. Burns, California
LeRoy Layton, N e w York
Harry E. W a rd , Texas

Treasurer
W alter E. Hanson, N ew York

For Members of the
Board of Directors
(Three-year terms)
John C. Biegler, N e w York
W inston Brooke, A la b a m a
Robert K. Mautz, Illinois

For Council Members at Large
(Three-year terms)
Peter Arnstein, C alifornia
W illiam L. Cam pfield,
District of Colum bia
Norton Bedford, Illinois
G e o rg e E. Greene, Indiana
Don J. Summa, N ew York
Richard T. Baker, O h io
Stanley D. Ferst, Pennsylvania

For Members of Council
to Be Directly Elected
(Three-year terms)
John M . Johnson, A la sk a
N o la n E. W illiam s, A rka n sa s

R. Charles Cringle, C alifornia
M a rk D. Larkin, California
Jam es W . Leisner, California
G o rd o n T. Stine, California
Sam Butler, C o lo rado
Jerome L. Weinstein,
Connecticut
Harry E. Hurst, Florida
Arthur L. Shealy, Jr., Florida
A. W a ld o Sowell, Jr., G e o rg ia
Garret S. H okada, Haw aii
Robert F. Dickey, Illinois
Russell P. Hughes, Jr., Illinois
Robert C. Sassetti, Illinois
W illiam K. Quinlan, Indiana
Frank M . Carter, M a in e
Robert D. Faw, M aryla nd
Joseph Perroncello,
Massachusetts
W illiam C. Rescorla, M ich iga n
Albert P. Teetzel, M ich iga n
John J. O ’Connell, Jr.,
Minnesota
Henry J. Lunnemann, M issouri
W illiam M . Schmidt, M on tan a
Verne R. M osem an, N e b ra ska
Lowell C. Bernard, N e v a d a
D avid A. Sheldon,
N e w Ham pshire
Robert J. Boutillier,
N e w Jersey
Louis A . Chismar, N e w Jersey
N orval W a y n e Hunton,
N ew M exico
Reed L. Colegrove, N e w York
Peter Elder, N ew York
Harold S. G e lb, N e w York
W a lla ce B. Greene, N e w York
Richard S. Helstein, N e w York
A le xa n d e r S. Loy, N e w York
Emanuel Saxe, N ew York
Erven H. W eber, North Dakota
W illiam A . Jacoby, O h io
Carl A. Johnson, O h io

Reavis M . Page, Jr., O klahom a
Irwin Dubin, Pennsylvania
G e o rge H. M cG re go r,
South Carolina
H ow ard C. Levi, South Dakota
Joseph Kraft, Tennessee
Curtis L. Frazier, Texas
Robert E. Knox, Jr., Texas
Glenn A. W elsch, Texas
Laforrest H. Thompson,
Verm ont
C. Foster Jennings, V irginia
Rudulph Ellis, Virgin Islands
Robert W . Ash, W ash in gto n
D ouglas H. Tanner,
W e st Virginia
Frans G. Larson, W isconsin
M ichael G. Hawkins,
W y o m in g
In order to adjust the terms of
its Council members to be directly
elected and thus provide greater
continuity o f representation, one
state requested— and the commit
tee acceded to the request— that
the term of office for two members
be for one year. These members
are:
Edwin E. Merrim an, Texas
N eal Y. R. Sheffield, Texas
The committee will nominate the
follow ing for members o f Council
to fill vacancies created by the elec
tion of officers and of a member to
the Board of Directors, and by a
resignation.

For Council Members at Large
(Two-year terms)
Thom as Holton, N e w York
G e o rge Doty, N ew York
M atthew F. Blake, N e w York
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For Members of Council
to Be Directly Elected
(Two-year term)
Jarman Bass, Texas
(O ne-year term)
Louis A. W erbaneth, Jr.,
Pennsylvania
The committee will nominate the
officers, members of the Board of
Directors and Council members at
large on the floor of the Council on
Saturday, Septem ber 19, 1970. N o
nom inations from the floor will be
recognized; however, independent
nominations m ay be m ade by any
twenty members o f the Council if

filed with the Secretary at least four
months prior to the annual meeting
of the Institute, to be held this year
at the W a ld o rf Astoria, N ew York,
on Septem ber 21. Vacancies cre
ated by election of Council mem
bers as officers o f the Institute will
be filled by Council at its Septem ber
meeting. These interim appoint
ments will run until filled by direct
election in 1971.
N om inees for members o f C o u n 
cil to be directly elected will be pre
sented to members of the Institute
in each of the states listed a b o ve
for election by mail ballot. Ind e
pendent nominations may be m ade

Education for the profession ( from page 2)
products or uninterested generally in higher edu
cation.
The recent endorsement by Council of the fifth
year could initiate considerable faculty study of
the sequence and content of accounting and re
lated courses. Perhaps now, when we propose to
rely even more heavily on formal collegiate prep
aration for the profession, a modest effort might
be all that would be needed to spark an active re
examination of the pros and cons of professional
schools of accountancy. In other words, the tim
ing may be right.
It seems reasonable to expect that career prep
aration will decline as an objective of under
graduate education in the business schools. Will
the M.B.A. thus become the standard "knowl
edge acquisition” route for most entrants into the
accounting profession? It would satisfy the fiveyear educational period recently endorsed by
Council. Educators generally describe the M.B.A.
program as being broadly conceived and designed
to prepare graduates for careers in business man
agement. Opportunity for specialization within
the M.B.A. curriculum is usually rather limited.
If the only exposure to accounting subjects occurs
during the M.B.A. program, it is at least question
able whether that amount would be sufficient to
enable such college graduates to function effec
tively as professional accountants upon employ
ment. Thus there is great probability that the
preparatory educational activities for after
campus employees will expand.

by any twenty members o f the Insti
tute from any o f the abo ve states if
filed with the Secretary at least four
months prior to the annual meeting
o f the Institute. Provision also will
be m ade on the ballots for write-in
votes.
Respectfully submitted,
Ralph E. Kent, Chairm an,
N ew York
Edw ard A. DeMiller, Jr.,
M ississippi
Bernard Barnett, N ew York
W a rre n B. Cutting, N e w York
G e o rge M . Horn, Illinois
A. M artin Sterling, G e o rg ia
Robert S. W arner, California

The recent growth of "in-house” educational
activities by accounting firms has been dramatic,
and, although a significant portion of the content
of such programs can be characterized as continu
ing education, some content is preparatory in
character. It seems apparent that such growth will
continue. Wouldn’t it be in the best interests of
all to avoid engaging in preparatory activities for
employees and confine such educational efforts to
the campus—possibly in professional schools?
One academic accountant recently expressed con
cern on this point by noting the likelihood that in
the not-too-distant future the cost to CPA firms
of bringing the accounting knowledge of recruits
up to a desirable "threshold level” might increase
to a point where the firms would be forced to con
sider collective educational arrangements. He
then observed that such collective efforts might
bring forth organizational structures not greatly
unlike those of professional schools. But would
this be the right way for professional schools to
emerge?
If it is true, as is sometimes asserted, that career
identification is an urge felt by many college stu
dents during some part of their college years, will
continued reliance on the label "accounting ma
jor” adequately satisfy such an urge? Might not
professional schools do it better?
So I repeat: is it time for professional account
ants—in practice, in industry and in government
—to devote careful attention, in cooperation
with accounting educators, to the merits of pro
fessional schools of accountancy?
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Weiss and Kessler to speak at May computer conference
Arnold Schneidman, chairman of the program
committee for the Sixth Annual Conference on
Computers and Information Systems, has an
nounced that the keynote address will be given
by Harold Weiss, director of the Automation
Training Center. Mr. Weiss’s talk is entitled
"Reflections on Computers and Auditing in the
1970’s.” The luncheon speaker on the first day
will be Institute President Louis M. Kessler.
Parallel sessions later that day will include an
orientation session for CPAs considering involve
ment in EDP and a workshop for those currently
using EDP.
Other featured speakers include Lawrence
Welke, president of International Computer Pro
grams, who will discuss the "Selection, Purchase
and Use of Proprietary Software Packages” ;
Leonard Palmer, president of Computerminal,
Inc., who will speak on "The Computer/Client
Interface” ; and Wendell F. Sayer, systems man
ager of the Galion Iron Works, who will discuss

"Accounting Output via a Data Base— an Oper
ational Management Information System.”
Panel discussions during the meeting will
cover such subjects as computer preparation of
tax returns, auditing of service-bureau-produced
records and audit approaches to an operational
management information system.
A series of five concurrent supplier presenta
tions dealing with proprietary software packages
and services will take place on Tuesday afternoon
and evening. The informal orientation sessions
for CPAs at various levels of EDP involvement
will be held on Monday evening. A ladies’ pro
gram is also being planned.
Advance programs for the 2 ½-day meeting to
be held May 18-20 at the Jack Tar Hotel in San
Francisco are now available. Copies of the pro
gram and registration forms may be obtained by
contacting Noel Zakin, manager of computer
technical services at the Institute. The registration
deadline is May 4.

AICPA committee to aidminority businesses

Walter L. Sorg, assistant director of OMBE, gave
a presentation at the Chicago meeting on the role
of the Department in coordinating programs of
assistance to minority businesses.
The purpose of the meeting was to exchange
ideas and experiences on the kinds and methods
of assistance that state societies should offer.
The eight societies which sent representatives
to the meeting—Illinois, Indiana, Iowa, Michi
gan, Minnesota, Missouri, Ohio and Wisconsin
—are in various stages of developing and imple
menting programs of assistance.
The Institute committee is now developing a
program to assist state societies in creating job
opportunities for disadvantaged students in CPA
firms.
The second regional meeting will be held in
June.

The first regional meeting on economic op
portunity sponsored by the AICPA committee
on economic opportunity was held in Chicago in
March. The committee was formed in response
to a request from Maurice H. Stans, Department
of Commerce Secretary and former AICPA presi
dent, that the Institute assist in securing equal
economic opportunity for minority citizens.
Discussions were based on "Economic Oppor
tunity Programs: A Guide for State Societies.”
It outlines a program which would enable CPAs,
through their state societies, to volunteer their
services to disadvantaged citizens attempting to
establish their own businesses. The volunteer
would offer professional counseling and service
regarding such items as: taxes, capital structure
and requirements, the preparation of budgets
and forecasts, and the obtaining of loans.
The guide offers suggestions to state societies
on their degree of involvement with other com
munity agencies, the legal implications involved,
and the method of evaluating the program for
the AICPA committee which acts as liaison be
tween the states and the Office of Minority Busi
ness Enterprises of the Department of Commerce.

Erratum

The price of the 1969 revised edition of Work
ing With the Revenue Code is $3.50 per copy
with the usual 20 per cent discount to members.
The price was incorrectly shown in The CPA,
March69, p.6.

Accounting Education
Fund for
Disadvantaged Students
A SPECIAL MESSAGE FROM THE
PRESIDENT OF THE INSTITUTE

Poverty could delay the forthright implementation of our
Council’s Resolution "to integrate the accounting profession in fact as
well as in ideal.” Could but won’t, we trust. We certified public
accountants belong to an influential and prosperous profession, and we
can overcome the effects of poverty where it directly concerns us.
Accordingly, I urge that firms and individuals provide the needed
financial aid for disadvantaged students of high potential, and assist
colleges and universities which give these students their accounting
education.
In so asking, I am expressing much more than a personal
conviction about the need for these funds. There is without doubt a
growing realization throughout the whole profession that these young
men and women from minority groups are needed. A number of firms
and individuals have already set up scholarships and are assisting
in other ways. Many Institute members have indicated that they will
respond with donations to support this coordinated effort by the
whole profession.
The Institute’s committee for recruitment from disadvantaged
groups has analyzed the problem in considerable depth, and the AICPA
Board of Directors has approved its recommendations to set up an
Accounting Education Fund for Disadvantaged Students. The Board
was particularly impressed by a survey made by Professor Sybil Mobley,
CPA, of Florida A&M, a large traditionally Negro university.
Professor Mobley found that about one-third of her accounting majors
had dropped out of college or were on the verge of dropping out, for
financial reasons, at the beginning of the junior year. In many cases, a

fairly modest amount of money would make the difference between
dropping out and graduation.
Obviously, this is an intolerable waste of human resources.
It’s bad for black people, and people in other minority groups.
It’s bad for the relationship between people in minority
groups and the rest of us.
It’s bad for the profession, for we need all the qualified
people we can find.
The Institute’s goal is to raise substantial funds which will be
granted for financial aid to disadvantaged students and for supporting
educational services. We are requesting pledges and cash now.
I
recognize that many firms already give financial aid to help
students from minority groups. However, this is an appeal to support
this coordinated effort by the Institute. In making your contribution,
you will be strengthening the hand of the profession as a whole, as it
helps to resolve a nationwide problem.
The committee for recruitment from disadvantaged groups has
plotted a three-year course for a number of interrelated scholarship and
educational programs. So you are asked to make either a contribution
for the whole three years—or, for one year now, with pledges for
April 1971 and April 1972. The pledge card which appears at the end of
this Special Message provides for these alternative ways of contributing.
No amount should be regarded as too small. If every member of the
Institute sends a minimum of ten dollars, our fund drive will be
successful. Of course, more substantial amounts are welcome and without
question can be efficiently utilized. It is difficult to make suggestions
in this area, but if you would like to discuss appropriate amounts,
on a confidential basis, please do not hesitate to call the chairman of the
committee for recruitment from disadvantaged groups, Edwin R.
Lang (212-422-9600).
The committee’s overall plans have been carefully outlined at
recent Council meetings ( The CPA, November 1969, p. 3), and in
detail at the March meeting of the Board of Directors. But, in deciding
whether to contribute, you will want to consider the broader social
implications of the Institute’s program. These efforts to create
more opportunities in accounting for disadvantaged people will
obviously help all organizations that hire accountants—CPA firms,
business concerns, government agencies, and educational institutions.
You will also be contributing to the solution of a very broad and deep
social problem.
Because of this latter factor, the Institute feels justified in
appealing for help from foundations. CPAs who serve a foundation in
some capacity—and there are many—are asked to bring the needs of
the Institute to the attention of these foundations, where our
objective and that of the foundation merge. In these cases, we hope that
CPAs will write to the committee chairman, Edwin R. Lang, at the
Institute’s headquarters.

The committee is hopeful that foundations will support the
educational expansion that will be required as its program stimulates
an increase in accounting enrollments at the traditionally Negro
colleges, and in other colleges attended by students from minority
groups. The first phase of this educational program is planned for later
this year. It will consist of a faculty seminar, led by eminent accounting
educators and practitioners.
As the funds become available, there will be other programs
which have been deemed necessary—visiting professorships, fellowships
for Ph.D. candidates, appropriations for libraries. The basic idea is
to make the quality of education keep pace with the increase in
enrollments.
In short, the committee for recruitment from disadvantaged
groups has devised a comprehensive and thoughtful plan. If individual
CPAs will now provide adequate support for the program, our
profession can become a pace-setter in helping to resolve America’s
most urgent domestic problem.
Louis M. K e s s l e r , P r e s i d e n t
American Institute of
Certified Public Accoutnants

Accounting Education Fund for Disadvantaged Students
Contribution Form
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
666 FIFTH AVENUE, NEW YORK, N. Y. 10019

Gentlemen: I am enclosing a check for $.........................* as my contribu
tion to the A c c o u n t i n g E d u c a t io n F u n d f o r D is a d v a n t a g e d S t u 
d e n t s . My check is payable to AICPA Foundation—AEFDS and I under
stand that I will receive a receipt to indicate that I have made this
contribution.
MEMBER’S NAME--------------------------------------------- ------------------------------FIRM------------------------------------------------- — ----------------------------------------ADDRESS-----------------------------------------------------—--------------------------------CITY_______________________________________-STATE---------------ZIP------------

* Please check . . .
□

This is my contribution for the three-year program.

□

This is my contribution for the first year. I will match this contribu
tion in April, 1971 and in April, 1972. Please bill me at that time.

Please make all checks payable to AICPA Foundation—AEFDS.
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Professional development courses offered this summer
COM PUTER CONCEPTS

$350

Los Angeles, Calif.
Milwaukee, Wis.

July 20-24
Aug. 17-21

C O N T R O L A N D A U D IT O F E D P S Y S T E M S

Philadelphia, Pa.
Denver, Colo.
E FFEC T IV E C O M M U N IC A T IO N

$140

Brainerd, Minn.
Seattle, Wash.

July 13-14
July 16-17

E M B E Z Z L E M E N T — ITS P R E V E N T IO N
A N D CONTROL

Dayton, Ohio
Honolulu, Hawaii

$140

July 9-10
August 14-15

F IL IN G S W IT H THE S E C

Seattle, Wash.
Boston, Mass.
North Little Rock, Ark.
Los Angeles, Calif.
Chicago, Ill.

$140

July 16-17
July 16-17
July 16-17
Aug. 3-4
Aug. 6-7

H O S P IT A L A C C O U N T IN G A N D
M E D IC A R E A U D IT S

Baltimore, Md.
Hollywood, Fla.
St. Louis, Mo.

$90

June 15-16
July 23-24
July 30-31

M A N A G E M E N T F O R RESU LTS

July 6-10
Aug. 3-7

STA FF T R A IN IN G P R O G R A M — LE V EL I

$300*

July 13-24
July 20-31
Aug. 3-14
Aug. 3-14
Aug. 3-14
Aug. 3-14
Aug. 3-14
Aug. 10-21
Aug. 10-21
Aug. 10-21
Aug. 24-Sept. 4

ST A F F T R A IN IN G P R O G R A M — L E V EL II

San Dimas, Calif.
Boulder, Colo.
Zion, Ill.
Tampa, Fla.
Lawrence, Kan.

Philadelphia Pa.
Albuquerque, N.M.
Atlanta, Ga.
Springfield, Ohio

Aug. 3-8
Aug. 3-8
Aug. 10-15
Aug. 10-15

S T A F F T R A IN IN G P R O G R A M — LEV EL III—
T A X A T IO N

Atlanta, Ga.
Springfield, Ohio
Dallas, Texas

ST A FF T R A IN IN G P R O G R A M — L E V EL V I

Houston, Texas

$250*

Aug. 3-8
Aug. 10-15
Aug. 10-15
$400*

July 27-31

SYSTEM S W O R K SH O P FO R A C C O U N T A N TS $1 4 0

Chicago, Ill.
Los Angeles, Calif.
Lansing, Mich.
Richland, Wash.
Indianapolis, Ind.
New Orleans, La.

July 9-10
July 9-10
July 28-29
Aug. 13-14
Aug. 17-18
Aug. 24-25
$90

1 9 7 0 T A X LE C T U R E SE R IE S

Washington, D.C.
Las Vegas, Nev.

July 27-28
Aug. 27-28

*Does not include room and board, with exception of lunches and
coffee breaks.

$400

Colorado Springs,Colo.
Grand Rapids, Mich.
Brooklyn, N.Y.
St. Paul, Minn.
Tampa, Fla.
Seattle, Wash.
Waltham, Mass.
Springfield, Ohio
Charlottesville, Va.
Menlo Park, Calif.
Boulder, Colo.
Philadelphia, Pa.
Peoria, Ill.

$350

July 20-24
Aug. 17-21

S T A F F T R A IN IN G P R O G R A M — L E V EL III—
A C C O U N T IN G A N D A U D IT IN G
$250*

$250*

July 13-18
July 20-25
July 27-Aug. 1
Aug. 10-15
Aug. 10-15

Fertig namedDistinguishedProfessor
Dr. Paul E. Fertig, who helped formulate the
first AICPA professional development courses in
1954, has been named this year’s Distinguished
Professor of Accounting.
Under the program, which was established in
1968, the Institute awards grants to selected col
leges or universities to supplement the salaries
and expenses of an outstanding professor of ac
counting chosen by the host institution.
Dr. Fertig will be a visiting professor at Vir
ginia Polytechnic Institute, Blacksburg, Virginia,
where he will serve chiefly as advisor and consul
tant for the 1970-71 academic year.
Since 1948 Dr. Fertig has been a member of the
faculty of The Ohio State University, having
served as chairman of the accounting department
from 1959-64. He has also been a visiting profes
sor at Stanford University and the University of
Michigan.
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Members reply to concurrent
membership query
At last count, over 4,000 members had
expressed their views on the subject of
concurrent membership in the Institute
and state societies, as discussed by Pres
ident Kessler in the February issue of
The CPA.
O f the 4,048 members who replied,
2,752 (6 8 % ) think the idea of concur
rent membership is a good one and be
lieve a task force should be formed to
study the problems involved, while 1,296
( 3 2 % ) see no merit in the idea and feel
it should be dropped. State society mem
bers make up 2,546 of those in favor of
the idea and 971 of those opposed.
Replies came from members in 50 states,
the Virgin Islands, Canada, American
Samoa and Taiwan. The greatest number
of votes came from California.
A full report on the results of the ques
tionnaire will be given at the Council
meeting in May.

AICPA offers charterflight
A post annual meeting charter flight to Europe
is being offered to AICPA members and their
immediate families (defined by the airlines as
persons living in the same household) at the
round trip fare of $153.00 per person.
The flight will depart for London from John
F. Kennedy International Airport in the early
evening of Wednesday, September 23, the last
day of the annual meeting, and will include cock
tails and dinner. A continental breakfast will be
served before landing in Europe.
The return flight will leave Paris three weeks
later—at noon on Wednesday, October 14—
arriving in New York in the late afternoon of the
same day. Cocktails and luncheon are included.
The $153.00 per person round trip fare covers
only the transatlantic air transportation. Once in
England members can plan their own itinerary so
as to arrive in Paris for the return flight on Octo

ber 14, or they can avail themselves of a luxury
tour of the British Isles and the Continent on the
order of former AICPA post annual meeting
tours. The itinerary for the trip will be mailed
with the reservation receipt.
A 250-passenger capacity DC 8 jet has been
reserved for the flight by the carrier, Trans Inter
national Airlines. Luggage allowance will be 44
pounds per person.
Reservations will be on a first-come, firstserved basis and must be accompanied by pay
ment in full on or before June 26, 1970. Reser
vations and checks should be sent to Mr. Lincoln
Miller, Travel-Time, Inc., 1660 L Street, N. W.,
Washington, D. C. 20036.
Travel-Time must have 250 fully-paid reser
vations by June 26 or the charter flight will be
canceled. In the event of cancelation, all pay
ments will be refunded in full.
Refunds for reservations canceled less than
30 days prior to departure will be dependent on
resale of the reservations.

Medicare conference to be held in Baltimore
The Institute’s professional development divi
sion has announced a two-day lecture program
on "Hospital Accounting and Medicare Audits”
to be held in Baltimore June 15-16. Guest speaker
at the meeting will be Jay Constantine, a Senate
Finance Committee professional staff member.
The committee is presently holding hearings on
revision of the Medicare law. He will discuss,
among other topics, new cost concepts, and he
will engage in discussion with participants.
The panel of speakers scheduled includes W il
lard H. Erwin, Jr., CPA, chairman, Fitzhugh,
Erwin, McKee & Hickman, (Charleston, West
Virginia) ; Robert E. Powell, CPA, Harris, Kerr,
Forster & Company (New York) ; A. Marvin
Perrin, CPA, A. M. Pullen & Co., (Raleigh,
North Carolina) ; and James Ingram, vice presi
dent of Associated Hospital Service (Blue
Cross) of New York.
The registration fee for the conference, which
will be held in the Holiday Inn Downtown, is
$90. Further details can be obtained by contact
ing the Institute’s professional development di
vision.
The program will be repeated during the year
at other locations.
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Wide range of topics covered at biennial PD meeting
Representatives of 27 state societies met in
New York last month with members of the Insti
tute’s staff to discuss professional development
problems and experiences.
A. Waldo Sowell, chairman, reported on ac
tions of the professional development board. One
of the topics he discussed was the possible effect
of the Iowa State Board of Accountancy’s regula
tion on compulsory continuing education for all
CPAs. Iowa is the first state to set up such a
requirement.
Dan Custer, AICPA program coordinator, and
Bert Trexler, administrative assistant of the
Pennsylvania Institute, reported favorably on the
recently initiated plan to divide the country into
six regions for the purpose of planning and ad
ministration. Each region met for the first time
last December to discuss programing and resolve
schedule conflicts.
Frank Sanitate, AICPA program coordinator,
said that the division was in the process of estab
lishing a bimonthly PD newsletter to be sent to
all members and state societies. It would update
course schedules and feature a column for state
society PD activities.
An innovation which is likely to be well re
ceived by CPAs, according to Arthur Dubin,

"new media” coordinator, is the adaptor being
sold to convert stereo tape decks in automobiles
to enable them to play the CPAudio cassettes.
Thus members driving to work can even make a
traffic jam an educational experience. As a further
aid to members, a few state societies have set up
lending libraries for these tapes.
Several changes regarding personnel and pro
cedure have been made in the PD division to
increase its efficiency. Mitchell Rothkopf, assist
ant director, said that one of these was the desig
nation of two regional coordinators to handle
state inquiries.
In other talks, Josh Grauer and Jerry Mauze,
AICPA project managers, discussed the steps in
volved in the development of new PD programs.
Robert Schlosser, division director, and L. P.
Hollenbeck, project manager, discussed the staff
training programs and the need to rely heavily
on feedback from course participants and state
societies in order to revise PD courses. Mitchell
Gresser, promotion manager, discussed the steps
involved in the preparation, production and
scheduling of promotional materials and empha
sized the need for developing better information
as a basis for evaluating the effectiveness of pro
motional efforts.

CPA candidates to be surveyed
on background

taken by the candidate. It will attempt to pinpoint
the level of education at which the decision to
enter accounting was made, as well as the factors
which were important in influencing this de
cision.
The information obtained from these surveys
is used in setting up college degree requirements,
in planning effective recruiting programs, and in
standardizing requirements to sit for the CPA
exam.
These requirements, set by state law, vary con
siderably. About 20 states do not require a col
lege degree, while others require not only a
degree, but one or more years of experience. Con
tinued analysis of the results of the question
naires will help the profession determine which
of these requirements is the most important.

The Uniform Statistical Information Ques
tionnaire will again be given to candidates taking
the May and November 1970 CPA exams. The
questionnaire, a joint effort of the Institute, the
National Association of State Boards of Account
ancy (N A SB A ), and the individual state boards,
is an attempt to gather information on the level
of education and experience attained by CPA
candidates.
The questionnaire, which was first used in the
period from November 1964 to November 1966,
will be administered at intervals of about three
years.
This year it will contain more questions on
both the type and number of accounting courses
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Computer courses made available
Two projects designed to assist CPAs who
work with computers are being made available
to AICPA members.
The first is a course on the installation of com
puter systems. It was designed by Computer Con
versions, Inc., to enable accountants to advise
their clients during the preparation for and in
stallation of a computer system.
Among the principal conversion and installa
tion activities treated in depth are: planning and
scheduling, formulating a system conversion
team, converting files and programs, training per
sonnel, designing and preparing the computer
site, documenting the new systems and programs,
and evaluating the system after installation. In
each phase the accountant is made aware of the
pitfalls which may be encountered.
This course will first be offered in Cherry Hill,
New Jersey, on May 11-12 at a cost of $140 per
person. For further details members should con
tact Jerome Mauze at the Institute.
Another course in process, entitled AUDASSIST System Workshop will explain a tech
nique which utilizes data processing. It is de
signed to help an auditor deal more effectively
with computer installations in his clients’ offices.
The technique was developed by an accounting
firm and will be made available in the near future
to AICPA members through the Institute’s pro
fessional development division in conjunction
with the state societies.

CPAs encouraged to sponsor Explorerposts
Institute members and state societies are being
urged to sponsor Boy Scouts of America Explorer
posts as a means of giving older high school
students an opportunity to learn more about the
business world, specifically accounting. Contrary
to the popular image of Explorers as simply
“older boy scouts,” the BSA Explorer program
attracts boys and girls interested in getting first
hand information about careers. Those students
who have expressed an interest in accounting or
business administration may work together with
their sponsoring CPA firm or state society.
Most of the program time in a special-interest
post is related to the services and function of its
sponsor. The program itself is created by the
sponsor with the assistance of a local Explorer

representative. The initial post membership is
drawn from college-bound high school students.
The Explorer program has been endorsed by
the Institute’s executive committee. It is thought
that the program may serve as a nucleus for young
recruits to the accounting profession.
Interested members may be put in touch with
the BSA Explorer representative in their area by
contacting their state society or the Institute’s
state society relations department.

Two international accounting
conferences will be held
The Ninth Inter-American Accounting Con
ference will take place in Bogota, Colombia, in
October, and the Sixth Asian and Pacific Ac
counting Conference will be held in Singapore
and Kuala Lumpur, August 17-26.
The date for the Inter-American Conference,
which is under the sponsorship of the Instituto
Colombiano de Contadores Publicos, is set for
October 12-17.
Since the Institute will send an official delega
tion, all interested CPAs, especially those with a
knowledge of Spanish, who wish to be considered
should contact Timothy McCaffrey at the Amer
ican Institute.
The Institute’s delegation at the Asian and
Pacific Conference will be headed by David O.
Gillette, Lybrand, Ross Bros. & Montgomery,
Honolulu. Mr. Gillette is a member of the com
mittee on international relations and has partici
pated in three of the previous Conferences.
J. S. Seidman, former AICPA president and a
partner in Seidman & Seidman, New York, was
named chairman of the technical session on
"Economical and Effective Means of Tax Col
lection and Administration in Fulfilling Sound
and Economic Objectives.”
James A. Miller, Price Waterhouse & Com
pany, New York, will present a paper entitled
"The Auditor’s Role in the Evaluation of Man
agement Performance” for the AICPA dele
gation.
Other participants will be John J. Deering,
Arthur Young & Company, New York; Paul C.
Spiese, ITT Far East and Pacific, Inc., Hong
Kong; and Ralph J. Winston, visiting professor
at the University of Montana.
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Annual meeting program shapes up

Some of the basic issues confronting the
profession will be discussed during the
technical sessions planned for this year's
annual meeting to be held in New York
on September 20-23.
Two plenary sessions, scheduled to fol
low the annual business meeting and in
stallation luncheon on Monday, will deal
with “Priorities of our Cities" and “Priori
ties for the Economy.”
“The Challenge of Setting Accounting
Principles” and “Taxes for Tomorrow’s
Tasks” have been planned for Tuesday
morning. Two simultaneous sessions, one
on management services and one con

Auditing committee considers SAP revisions
The committee on auditing procedure is con
sidering a revision of Chapter 8 (consistency of
accounting principles) of Statement on Auditing
Procedure No. 33, "Auditing Standards and
Procedures.” It will be prepared in the event that
the Accounting Principles Board issues its pro
posed Opinion on changes in accounting meth
ods and estimates, and the revision will reflect
the provisions contained therein.
SAP No. 33 does not at present require an
auditor to approve a change from one generally
accepted accounting principle or method to an
other. The proposed APB Opinion, on the other
hand, would require the auditor to evaluate
whether the change results in more useful infor
mation, considering the varying interests of the
parties using the financial statements. He must
also indicate the effects of the change.
The Opinion would also require that the prior
year’s financial statements be restated when in
cluded with those for the year in which the
change takes place. This would provide a uni
form basis for comparison between the current
and prior years. In this regard, SAP No. 33
merely states that such a restatement is "desir
able.”
Another project is the revision of SAP No. 35

cerning the role of local and regional
firms whose clients “go public,” will be
presented in the afternoon.
One of the two sessions on Wednesday
morning will be devoted to auditing; the
other will be an assessment of the pro
fession by John L. Carey and several of
his students from the University of Illinois.
Plans for the social program are also
underway. The entertainment for the tra
ditional Tuesday dinner and dance, to be
held in the Grand Ballroom of the W al
dorf Astoria, will feature Anita Bryant,
the New Christy Minstrels and the How
ard Lanin Orchestra.

which deals with letters for underwriters. An
exposure draft will be ready within a few
months.
At its March meeting the committee appointed
an ad hoc committee to study the technical prob
lem of companies in the development stage as
contemplated by Article 5A of SEC Regulation
S-X.

CPAudio service will deal with SEC matters
A new CPAudio subscription service offering
a convenient means of keeping up with SEC mat
ters will be released by the professional develop
ment division this spring. Entitled SEC Quar
terly, the service will review and comment on
current SEC problems and developments. Every
three months, subscribers will receive a tape of
advice and information on such matters as
changes in accounting rules and reporting re
quirements, legal cases affecting practice before
the SEC, and trends in SEC reports and filings.
The service, which has been prepared under the
direction of Leonard S. Douglas, CPA, a partner
of Laventhol Krekstein Horwath & Horwath, is
available on cassette or reel (one year’s subscrip
tion, $35; discount price to AICPA members,

$28 ).
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Five new technical committees formed by the Institute
After publication of the Institute’s 1969-70
committee structure booklet, several technical
committees, which should be of interest to the
membership, were appointed. Staff assistance to
these committees is being provided by the techni
cal services division.
The advisory committee to the Blue Ribbon
Defense Panel on Defense Contracting and In
ternal Audit was appointed to work with the
defense panel set up by President Nixon. Its scope
of activity thus far has been to study—with a
follow-up report including recommendations—
the internal audit organizations and the Defense
Contract Auditing Agency of the Department of
Defense. Serving with the chairman, Thomas D.
Flynn, New York, are 15 members, with approx
imately 20 additional members on special assign
ment subcommittees.
A committee on relations with the Agency for
International Development has been formed to
work with the AID on matters of mutual interest
and to keep the appropriate Institute committees
informed of these related interests. One of its

the CPA.

initial projects will be to review the contract audit
requirements being formulated by the Agency.
Gerald A. Polansky, Washington, D.C., is the
chairman.
The function of the ad hoc advisory group for
audit of service clubs and messes, which was
formed to consult with the Department of De
fense in developing guidelines for independent
audits, has largely been completed.
The committee on accounting for companies in
the development stage will consider such matters
as the identification of development stage com
panies, propriety and criteria for deferral of cur
rent expenditures, realization tests or other cri
teria for "assets,” format for financial statements,
and guidelines for transition from development
to operating stage. This committee, chaired by
Norman O. Olson, Chicago, will work with the
committee on auditing procedure.
A fifth committee has been named to study
problems of accounting and auditing for land
development companies. Marvin L. Baris, New
York, is chairman.
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Hospital audit guide approved for exposure
A proposed audit guide for hospitals was approved by the AICPA committee
on health care institutions for exposure to the hospital industry and to the
profession for comment by June 1.
The guide reviews current practices, summarizes popular terminology of the
industry, and recommends accounting standards for hospitals with the objective
of promoting better financial reporting. The guide also deals with auditing
problems peculiar to hospitals.
Accounting and reporting have become increasingly important for hospitals,
especially since the establishment of Medicare in 1966 and the tremendous
growth of third-party reimbursement plans in recent years. Hospitals must now
generate statistical data to support their claims under these programs and must
also improve their general accounting systems and reporting procedures on
which the statistical data are based.
The guide holds that generally accepted accounting principles, in most
instances, are applicable to hospital financial reporting, since major hospital
activities have much in common with those of profit-oriented organizations.
The guide will be exposed to the various hospital associations, to the AICPA
senior committees, to state societies and to others interested.

Seminar on financial communications held in San Francisco
Twenty-two members of the business and financial press from leading western
publications attended a seminar on financial communications at the Clift Hotel
in San Francisco on April 7. Sponsored by the Institute in cooperation with the
California Society of Certified Public Accountants, it was the first in a new series
of regional seminars, the purpose of which is to provide business editors and
writers with an opportunity to discuss various aspects of corporate financial
reporting with prominent members of the accounting profession and the finan
cial community.
According to the Institute’s public relations office, this continuing program
has been instrumental in furthering public understanding of the role of the CPA
and of the profession’s efforts to improve corporate reporting. Participants have
written stories based on the seminars which have appeared in such publications
as the New York Times, Business Week, the Christian Science Monitor, the
Chicago Tribune, the Dallas Times Herald and
( continued on page 3)
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from the P resident
LOUIS M. K E S S L E R

A national CPA certificate
Just before taking office as president of the
Institute, I spoke to the National Association of
State Boards of Accountancy on the subject
"Should There Be a National CPA Certificate?”
In brief, my proposal was for the issuance of a
CPA certificate by the American Institute of Cer
tified Public Accountants upon the successful
completion of the uniform examination and the
meeting of specified educational prerequisites,
and for the granting of a license to practice by
the state boards on the basis of the possession of
that certificate and the fulfillment of such other
requirements as the state boards would consider
appropriate.
Under this proposal, the Institute would set
the education and examination requirements for
the certificate. The boards of accountancy, ac
cepting the Institute’s certification of the indi
vidual as a CPA, would set the requirements for
the license. The boards would continue to be re
sponsible for the annual or biennial registration
of CPAs and to participate with the Institute and
state societies in hearings and disciplinary ac
tions leading to possible revocation or suspension
of certificates and licenses. Those who did not
intend to engage in public practice could call
themselves CPAs but would not need a license.
Functioning in much the same manner as they
now do, the boards would investigate the can
didates’ educational and moral qualifications,
admit candidates to the examination, assign can
didate numbers on the established confidential
basis and make the arrangements for the admin

Editor: Barbara J. Shildneck
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istering and proctoring of the examination.
Admittedly, this is a long-range objective, al
though the idea is not new. It can be traced back
to the late nineteenth century when the first
associations of accountants and auditors were
formed. There was considerable interest at that
time in the thought that the issuance of a na
tional professional accountant certificate should
be the responsibility of a national professional
association.
Despite this early interest in a national certifi
cate, the pattern for state-issued certificates was
set by the first accountancy statute in New York
in 1896. Following New York’s lead, associa
tions of accountants in other states worked for
the enactment of accountancy statutes. By 1915,
statutes had been enacted by 39 states, but some
were poorly drafted and the problems caused by
variations in state laws began to arise.
Many prominent CPAs recognized in those
days that the practice of public accountancy was
becoming increasingly interstate in nature and
would be impeded by legal obstacles caused by
differences in accountancy statutes. The idea of a
federal certificate was explored and dropped in
the belief that the federal government should not
usurp a licensing procedure established and ad
ministered by the states. I firmly agree.
In the ensuing years, the efforts of the profes
sion were directed toward achieving uniformity
in state laws and regulations and toward adop
tion of the Uniform CPA Examination and the
Institute’s Advisory Grading Service. It took 45
years (from 1917 to 1962) to secure uniform
adoption of these services, but the achievement
of uniformity of the other requirements for the
CPA certificate is as elusive as ever.
The absence of uniformity creates numerous
problems for the profession which are summed
up by John L. Carey in The CPA Plans for the
Future as follows: "All in all, the ultimate con
trol of professional standards by state legisla
tures, the diversity of state laws, and the difficulty
of changing them constitute a drag on the prog
ress of the profession as a whole. The present
situation is adverse to
( continued on page 9)
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Annual meeting plans in progress
Members planning to attend this year’s annual
meeting at the Waldorf Astoria in New York are
reminded that it will be held earlier than usual:
September 20-23. Forms for registration and
hotel reservations as well as the latest available
information on the program will be included in
the June issue of The CPA.
Annual meeting sites for 1977-80 were selected
by the Institute’s Board of Directors at its March
meeting. Following is a list of approved sites for
the next ten years:
1971: Detroit, Michigan, October 1013, Sheraton Cadillac & Statler
Hilton.
1972: Denver, Colorado, October 1-4,
Brown Palace & Denver Hilton.
1973: Atlanta, Georgia, October 1417, Regency Hyatt House &
Marriott Motor Hotel.
1974: Cleveland, Ohio, October 6-9,
Sheraton-Cleveland & Statler
Hilton.
1975: Seattle, Washington, October
19 -22, W ashington Plaza &
Olympic.
1976: Philadelphia, Pennsylvania,
October 24-27, Bellevue Strat
ford.
1977: San Antonio, Texas, October
16-19.
Financial seminar ( from page 1 )
the Detroit Free Press, among others. Journalists
who have attended these sessions have a greater
appreciation of the issues facing the profession.
Among the speakers at the seminar was Mar
vin L. Stone, senior partner of Stone, Gray &
Company, Denver, and past president of the
Institute, who led the discussion on the nature of
financial reports. President Louis M. Kessler de
livered the opening remarks.
Three speakers approached the subject of cor
porate reporting, each from his own vantage
point. Raymond F. O’Brien, executive vice pres
ident of Consolidated Freightway, Inc., San Fran
cisco, discussed the topic from the viewpoint of
"the preparer” ; the views of "the regulator” were
expressed by Andrew Barr, chief accountant of

1978: San Francisco, California, Octo
ber 22-25.
1979: New Orleans, Louisiana, Octo
ber 14-17.
1980: Chicago, Illinois, October 1215.

Member writes onprofessionalcorporations
May I invite members’ attention to a point in
connection with professional corporations that
may not have been fully covered either in my
article ( The CPA, Feb.70, p.9) or in other pub
lished information on the subject.
The point is that members intending to incor
porate their practices should be aware that the
existence of an omnibus professional corporation
law in their state may not necessarily permit im
mediate incorporation.
Members should consider, or have their attor
neys consider, the provisions of the state account
ancy law and board rules, as well as provisions
of their state society’s code of professional ethics
and bylaws.
In addition, the articles and bylaws of any
professional corporation formed should follow
the provisions of the AICPA Council resolution
describing the characteristics of such corpora
tions.
William T. Diss, Chairman
AICPA Committee on State Legislation

the Securities and Exchange Commission; and
the views of "the consumer” were given by John
J. Hartman, senior analyst and partner in J. Barth
& Co., San Francisco.
Also present at the seminar was Leonard M.
Savoie, executive vice president of the Institute,
who discussed informally the work of the Ac
counting Principles Board in trying to make cor
porate reports as meaningful as possible within
the context of changing economic conditions and
the development of new methods of financing.
Another presentation in the series is being
planned for June, with the cooperation of the
Virginia Society of CPAs.
In an earlier series, seven presentations were
held over a three-year period in New York, Chi
cago, St. Louis, Atlanta and San Francisco.
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Ethics division issues two opinions
T h e Institute’s division of professional ethics,
at its A pril meeting, issued the follow ing two
opinions:
Ethics Opinion No. 20: Recurring and Nonrecur
ring Client Relationships

This opinion discusses the applicability of
Rules 3.02 (solicitation) and 5.01 (encroach
ment) to situations in which a client is using the
services of more than one CPA firm. The opinion
applies only to situations covered by these two
rules and is not intended to define "client” for
other purposes.
On occasion, clients engage more than one
CPA firm at the same time to provide different
services. In some cases, one firm may be engaged
to perform management services while another
performs the audit and annual tax services. In
other cases, an enterprise may engage one firm
to perform audits and another to perform tax
services. In still other cases, an enterprise which
customarily engages one CPA firm for tax serv
ices may engage another CPA firm to assist in the
settlement of a tax dispute. Other relationships
in different combinations exist. For the purpose
of clarifying the application of Rules 3.02 and
5.01 to various circumstances, relationships be
tween a client and a CPA firm are classified as
either "recurring” or "nonrecurring.”
A "recurring” relationship exists when a CPA
has performed, is performing, or has been en
gaged to perform services for a client, and the
nature of the services is such that the CPA may
reasonably expect to perform such services in
the future. In such a case, the accountant-client
relationship continues until affirmatively termi
nated. In merger situations this recurring rela
tionship continues until affirmatively terminated
even though the corporate identity or the organ
izational structure of the client may be substan
tially altered in the merger.
A "nonrecurring” relationship exists when a
CPA performs an engagement for a specific pur
pose and the engagement, by its nature, is not
expected to recur. The CPA-client relationship
terminates when work on the engagement is
completed.
If more than one CPA has a recurring relation
ship with a client, any of such CPAs may suggest

the performance of services not being rendered
by another CPA without violating Rules 3.02 or
5.01. However, endeavors by a member to replace
another CPA who has either a recurring or non
recurring relationship would be considered a
violation of Rule 5.01. Such endeavors might
include, but would not be limited to, sending firm
literature or extending invitations to seminars,
the subject matter of which relates to services
being performed for the client by the other CPA.
The foregoing does not apply to a member who
assumes the primary responsibility for the opin
ion on the fairness of the combined or consoli
dated statements where different CPAs perform
attest services for subsidiaries, branches or other
components.
A CPA performing a nonrecurring engage
ment for a client who has a recurring relationship
with another CPA can ethically seek to extend
services to areas closely related to the engage
ment and clearly unrelated to the work done by
the other CPA, but only during the period of his
limited engagement. It is suggested as a matter
of professional courtesy that the CPA who is per
forming a nonrecurring engagement and who
perceives the need for additional services should
bring those needs to the attention of the CPA
with the recurring relationship. So long as an
other CPA has a recurring relationship, any at
tempt by a member to extend services to areas
not closely related to the special engagement
would result in a violation of Rule 5.01. For ex
ample, invitations to educational seminars and
the distribution of firm literature to nonrecurring
clients would have to be limited to subject matter
closely related to the specific engagement, and
could be made only during the period of the
engagement.
When a CPA is asked to perform services for a
client who presently has a recurring relationship
with another CPA, it is suggested that the new
CPA contact the incumbent CPA in order to
avoid misunderstanding.
A CPA performing a nonrecurring engage
ment for a client who has no relationship with
another CPA may ethically seek to extend serv
ices to all other areas during the period of his
limited engagement.
In the absence of a recurring relationship, of
fers to provide services after completion of a
limited engagement would constitute a violation
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of Rule 3.02, unless the offer was in response to
an inquiry from the client. However, in the event
of a new development which is closely related to
a completed special engagement, a CPA may
bring the development to the attention of his
former client.

Ethics Opinion No. 21: Participation in
Educational Seminars

This opinion discusses the applicability of
Rules 3.01 (advertising) and 3.02 (solicitation)
when a member or his firm participates in educa
tional seminars either in person or through audio
visual techniques.
The division believes that participation in a
program of educational seminars about matters
within the field of competence of CPAs is in the
public interest and is to be encouraged so long
as such seminars are not used as a method of
direct or indirect solicitation of clients. There
fore, certain restraints must be imposed to avoid
violating the spirit of Rules 3.01 and 3.02. For
example, a member or his firm should not:
1. Send announcements of a seminar to non
clients or invite them to attend. However, sub
stantially full-time teachers of business adminis
tration courses may be invited to attend to further
their education.
2. Sponsor, or convey the impression that he is
sponsoring, a seminar which will be attended by
non-clients. However, a member or his firm may
conduct educational seminars solely for clients
and those serving clients in a professional capac
ity who have been invited by the clients to attend.
In addition, when a seminar is sponsored by
others and attended by non-clients, a member or
his firm should not:
1. Solicit the opportunity to appear on the
program.
2. Permit the distribution of publicity con
cerning the seminar to include more information
than may appear in accordance with Opinion No.
4 about an author of a book or article, i.e., the
name of the member, the degrees he holds, pro
fessional society affiliation and the firm with
which he is associated.
3. Distribute firm literature which is not di
rectly relevant to a subject being presented on
the program by the member or his firm.

Two CPAs named to ICAC
E. Waldo Mauritz, who has been accounting
advisor to the International Finance Corporation
since 1967, was named chairman of the Interna
tional Committee for Accounting Cooperation
(ICAC). Mr. Mauritz is a retired partner of
Peat, Marwick, Mitchell & Co. and a former
president of the Illinois Society of CPAs. He is
also a past chairman of the AICPA committee on
government accounting and auditing.
At the same time, William C. Ings, a partner
of Arthur Young & Company, was named as
AICPA representative to the ICAC. Mr. Ings is
a former member of the Institute’s committee on
international relations; he practiced for several
years in Buenos Aires, Argentina.
Both men are assuming duties previously per
formed by Theodore L. Wilkinson. Mr. Wilkin
son, a partner of Price Waterhouse & Co., is a
former chairman of the AICPA committee on
international relations. He has been active in the
area of international accounting and is the Insti
tute’s permanent delegate to the Inter-American
Accounting Conference and one of the AICPA
representatives to the Accountants International
Study Group. Mr. Wilkinson will continue to
serve in an advisory capacity to the ICAC.
Charter flight reminder
AICPA members thinking of joining the
September 23 post annual meeting char
ter flight to Europe— at the round trip
fare of $153 per person— are reminded
that paid-in-full reservations must be
made by June 2 6 , 1970.
Reservations (which will be on a firstcome, first-served basis) and checks
should be sent to Mr. Lincoln T. Miller,
Travel-Time, Inc., 1660 L Street, N .W .,
Washington, D.C. 20036.

Travel-Time, Inc. must have 250 fully
paid reservations by June 26 or the
charter flight w ill be cancelled.
In the event of cancellation, all payments
will be refunded in full.
For further details, consult your April
issue of The CPA.
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Institute members reminded to vote
in direct election of Council

Members are urged to participate in the
direct election of Council required by
new bylaw provisions (see The CPA,
Mar.70, p.1). On June 20, 1970, all In
stitute members in states entitled to new
Council representatives will be sent a
ballot kit for election of Council nomi
nees selected by the AICPA nominations
committee.
Most ballots will show only one nominee.
Ballots from larger states will carry a
number of nominees, the greatest num
ber being seven. All ballots will provide
spaces for write-in votes. Separate bal
lots will be enclosed, where independent
nominations have been submitted by 20
members in a state, in accordance with
the bylaws.
Ballots must be received at AICPA offices
by 5:00 P.M., August 7, 1970, to be
counted.

Savoie speaks to three groups
In a speech entitled "International Accounting
and World Trade,” before the Mississippi Valley
World Trade Conference in New Orleans on
April 20, Leonard M. Savoie, Institute executive
vice president, commented on the Treasury De
partment’s recent proposal to provide for deferral
of federal income tax on export profits by estab
lishing a special tax regime for domestic inter
national sales corporations (D ISC s). Under the
proposal, the payment of income taxes on export
profits would be deferred until such profits are
distributed as dividends to the stockholders. The
accounting treatment of deferred federal income
taxes related to the undistributed earnings is a
matter which must be considered by the Account
ing Principles Board.
In Dallas on April 21, Mr. Savoie spoke at the
National Conference of Gas and Utility Account
ants on the topic "Challenges to Accounting in

the 1970’s.” He indicated that there are many
differences between "generally accepted account
ing principles” and accounting principles gener
ally followed for regulated companies and that
the APB plans to consider these differences in
the coming year.
Mr. Savoie’s speech on April 22, delivered to
the Conference of Accountants 1970, University
of Tulsa, was entitled "Accounting Principles in
the 1970’s.” In it he characterized the present
decade as the dawning of a period of intensified
problems and of pressures for the accounting pro
fession to take more positive action than it has in
the past. Changes in the business climate and in
investor attitude will require new and different
types of accounting action.

Minority internship program expands
Growing interest in the Institute’s program of
summer internships for black and HispanicAmerican students majoring in accounting has
been shown by this year’s increase in the number
of applications received.
Under the program, the Institute receives re
sumes from minority group students in their
junior year who have at least 12 credit hours in
accounting. These resumes are then sent to the
participating accounting firms which notify the
student(s) they wish to hire. Offers of employ
ment following graduation were extended to
almost all the students who participated last
year.
This year 108 resumes, one-third more than
last year, were received from students applying
for such positions. Twenty-three colleges or uni
versities, many of them predominantly black,
were represented among the applicants. They are
Texas Southern, Bishop, Hampton Institute, Dil
lard, Grambling, Alabama A&M, California
State at Long Beach, Millsaps, Virginia State
(Petersburg), Saint Paul’s, Norfolk State Col
lege, North Carolina A&M, Xavier, Virginia
Union, Southern University, Ithaca College, Sa
vannah State, Jackson State, Texas A&I, North
Carolina Central, Delaware State, Western Illi
nois, and the University of Texas at Austin.
Accounting firms that are not presently in
volved in the program and are interested in
further details should contact John Ashworth of
the Institute’s examinations division.
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Institute representatives meet with Commerce officials
Representatives of the American Institute and
the National Association of Accountants met
with Secretary of Commerce Maurice H. Stans
and other members of the Commerce Department
in Washington on April 6 to discuss the role of
the profession in the program of the Depart
ment’s Office of Minority Business Enterprises.
Attending on behalf of the Institute were
President Louis M. Kessler, John Lawler, admin
istrative vice president, and Nancy Myers, man
ager of state society relations.
The Department of Commerce, through
OMBE, is attempting to persuade businesses and
professions to institute programs to help disad
vantaged members of minority groups set up their
own businesses. Secretary Stans cited the account
ing profession as a leader in the field and praised
the Institute’s role in promoting and coordinat
ing state society efforts in this area through its

committee on economic opportunity (see The
CPA, April70, p .6 ).
NAA, he noted, has also been active in organ
izing such programs through its chapters. One of
the objectives of the Washington meeting was to
discuss continuing coordination of the AICPA
and NAA programs.
The accounting representatives were also
asked for their suggestions on how to implement
the Commerce Department’s network of Business
Information Offices which are being established
in cities throughout the country. The Depart
ment eventually hopes to use these offices to co
ordinate assistance programs of the type being
urged by OMBE in a given city. A minority busi
nessman could then go directly to this center and
be referred to the group— CPAs, lawyers or a
community agency—which could best meet his
particular needs.

A national CPA certificate ( from page 2)
the interests of local practitioners and of national
firms in different ways. Firm names and reputa
tions tend to become more significant to outsiders
than the CPA designation itself. Interstate prac
tice is impeded. Obstacles are placed in the way
of the international practice of accounting by
CPA firms. Friction is created within the profes
sion. The stature of CPAs both in the eyes of the
federal government and the public may be ad
versely affected. And, finally, there is a constant
drain on the financial resources and manpower
of the profession to fight off recurring attacks on
the CPA laws by those who desire professional
status without demonstrating any professional
competence.”
A national CPA certificate issued by the Insti
tute would not be a panacea for the profession’s
problems, but one CPA, with experience as a
chairman of a state board of accountancy and as
a member of the Institute’s Board of Examiners,
has said: "It is an excellent solution of the prob
lem of distinguishing between the significance of
education and experience requirements. It is a
logical extension of the recommendations of the
Beamer committee which were approved by
Council.”

Implementation of the idea would not be
without its problems. The legality of delegation
by the states of substantial authority to the Insti
tute would be questioned. The same impediment
had to be overcome, however, to get where we
are today. Obviously, the program would have to
proceed on a state-by-state basis but hopefully it
would not require another 45 years to achieve
uniformity. All existing CPA certificates would
have to be recognized and there could be a
permissive approach, perhaps for a transition
period, under which the state board, under its
suitably amended state accountancy act, could
grant the annual permit or license to practice,
both to individuals who had received the CPA
certificate under the existing state machinery and
to individuals who had received the CPA certifi
cate from the Institute.
In the long run, not only could much more uni
formity be achieved, but educational require
ments and examination subjects could be changed
as conditions changed without the necessity of
amending the laws of 54 jurisdictions.
I believe that this long-range objective is worth
striving for. Perhaps the place to start is a joint
study by the Institute’s committee on state legis
lation and NASBA.
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PD division announces new programs
Three new professional development pro
grams and one new seminar have been prepared
by the Institute and will be offered for the first
time during the spring and summer.
One of the programs, entitled "Writing for
Executives,” is designed to enable managementlevel CPAs to improve their writing skills. The
program is limited to 24 persons, and each par
ticipant will receive both personal instruction
and analysis of his writing faults.
Mr. Robert S. Burger, a widely respected con
sultant in business writing, will conduct the twophase program at Cherry Hill Lodge, Cherry
Hill, N.J. The first phase will be presented on
May 25-27, and the second phase will be given
on both June 15-16 and June 18-19. The cost for
the five-day program is $500, plus room and
board.
The second new program, a "Workshop on
Statistical Sampling in Auditing,” will first be
presented at the Hospitality House in Arlington,
Virginia, on June 15-16. Participants will con
sider actual auditing problems to see how statis
tical sampling can aid the auditor. The program

MAY

is designed for juniors with little or no back
ground in this area. It will also enable seniors and
supervisory personnel to learn how to evaluate
the results of such statistically based audits. The
cost of the two-day program is $90, plus room
and board.
The third program, entitled "Going Public,”
is designed for CPAs, attorneys and business ex
ecutives who are to take part in public offerings in
the near future. A panel discussion and question
and answer periods will cover the various factors
which must be taken into consideration when
deciding whether or not a company should go
public.
Some of the topics to be included are: tax con
sequences, procedures required by the SEC, legal
requirements, determining the offering price of
the stock, and the advantages and disadvantages
of going public. The registration fee for the oneday seminar is $75. It will be presented three
times this summer: July 20 in Atlantic City, New
Jersey, August 3 in Denver, Colorado, and Aug
ust 31 in Birmingham, Albama. Further details
may be obtained from the Institute’s professional
development division.
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Highlights of spring Council meeting
The AICPA’s policy on state legislation was revised last month to include a
statement opposing the licensing of a class of persons to perform bookkeeping,
tax return preparation, and elementary accounting services. At its spring meet
ing in Boca Raton, Florida, May 4-6, the American Institute’s Council re
affirmed the nine-point policy statement adopted in 1956 and voted to add to
the statement the following tenth point:
”10. Bookkeeping, tax return preparation, and elementary accounting serv
ices are now performed by a variety of individuals, commercial enterprises, and
financial institutions. Since the public interest does not require regulation of
these services, the licensing of a class of persons to perform them is not
warranted.”
William T. Diss, chairman of the committee on state legislation, whose
report to Council reviewed current legislative problems, said that "while the
profession’s stature is not dependent solely on state law, CPAs do have a vital
public interest in ensuring that the practices of public accounting are subject
to high standards of statutory regulation.”
For more extensive treatment of and editorial comment on Council’s action,
see the June issue of The Journal o f Accountancy, pages 9 and 39.
In other actions, Council:
• Designated the committee on management advisory services a senior
committee under the AICPA bylaws. Such committees are permitted to make
public statements in their areas of specialization without clearance with the
Board of Directors or Council.
• Elected seven members to the Trial Board (see box on page 2 ).
• Elected Leonard M. Savoie and John Lawler executive vice president and
administrative vice president-secretary, respectively. This action was taken
under the new bylaws, which became effective this year.
Council members heard discussions of significant issues facing the profession
(see pages 2, 3, 11, 12, 15) and a panel discussion on the place of manage
ment advisory services in the profession. President Louis M. Kessler, at the
request of the committee on management advisory services, appointed a spe
cial committee under the chairmanship of Ralph F. Lewis to "explore the rec
ognition of specialists, particularly non-CPA specialists, employed by public
accounting firms through alternative forms of association, membership and
accreditation.”
A feature of the meeting’s last session was a two-hour forum in which Council
members raised questions on various policies and programs of the Institute.
The forum also provided an opportunity for members of Council to make
suggestions and bring the views of their constituents before the group.
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Councilhears reports on lawyers and CPAs
and responsibilities in tax practice
In his report to Council, George M. Horn,
chairman of the committee on relations with the
bar and cochairman of the National Conference
of Lawyers and CPAs, discussed the role of the
National Conference in maintaining cooperative
relations between the two professional groups.
He emphasized that there are many opportunities
for lawyers and CPAs to collaborate in the best
interests of their clients— e.g., estate planning,
taxes, business insolvency matters, bankruptcy
proceedings, legal actions involving accounting,
labor matters, and insurance losses.
At present the National Conference is working
on two projects to encourage more active com
munications between state and local bar associa
tions and state societies of CPAs and their local
groups:
• A document, "Lawyers and Certified Public
Accountants: A Study of Interprofessional Rela
tions,” which will discuss the professional re
sponsibilities of lawyers and CPAs and encourage
joint professional meetings. When approved, the
full text of the document will be published in
concurrent issues of The Journal of Account
ancy and the ABA Journal and will also be avail
able in pamphlet form for distribution to state
and local CPA and bar groups.
• A program for a National Seminar for Law
yers and CPAs, which would afford lawyers and
CPAs an opportunity to discuss such areas of
common interest as professional affairs (ethics
and disciplinary procedures, continuing educa
tion, social action activities, economics of prac
tice, and dual practice), government entities
(SEC filings, government contract negotiations,
rate-making proceedings, and compliance audits)
and lawyers and CPAs as business advisers (cor
porate financial reporting, organizing a new busi
ness, acquisitions and mergers, going public, and
compensation planning).
William T. Barnes, chairman of the executive
committee of the division of federal taxation, re
ported to Council on the program of responsibili-
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Council elects seven to Trial Board

The following members were elected by
Council at its spring meeting to serve
three-year terms, beginning May 31,
1970, on the Trial Board:
H. Edward Brunk, Jr., Price Waterhouse
& Co., Pittsburgh
R. Neal Fulk, Ernst & Ernst, Chicago
George E. Greene, George E. Greene &
Co., Linton, Indiana
Bernard B. Isaacson, J. K. Lasser & Co.,
Wilmington, Delaware
George W. Sinderson, George Sinderson
& Co., Kansas City, Missouri
Marvin L. Stone, Stone, Gray and Com
pany, Denver, Colorado
E. Palmer Tang, Touche Ross & Co., Min
neapolis, Minnesota

ties in tax practice. He discussed the historical
development of the program and the statements
issued to date. He also outlined in some detail
the events leading up to the new exposure drafts
of statements on knowledge of error, which were
recently mailed to state societies and others for
comment (see The CPA, April 70, pp.1, 3).
Mr. Barnes compared the AICPA’s present
holding on knowledge of error with the tenets
of other tax practitioners— the American Bar
Association, the National Society of Public Ac
countants, the Canadian Institute of Chartered
Accountants, and the Institute of Chartered Ac
countants in England and Wales. He cautioned
that "CPAs should not remain the only group of
tax practitioners without a standard of responsi
bility in the case of knowledge of error.”
Exposure drafts of "Knowledge of Error—Re
turn Preparation,” "Knowledge of Error— Ad
ministrative Proceedings,” and "Advice to Cli
ents” were distributed in April, with a request
for reply by June 1 7 , 1970.
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Layton reviews measures to solve APB problems
To make the APB more effective, said APB
Chairman LeRoy Layton in his report to Coun
cil, some of its current problems must be re
solved in the areas of research, manpower, the
voting rule, quality, and an early warning system.
This is what Mr. Layton had to say about
these problems:

Research. Current plans for expanding the re
search effort include increasing the full-time paid
research staff, borrowing experienced men from
accounting firms and industry for one- or twoyear terms, greater use of researchers in the aca
demic field for the more theoretical studies, and
financial support from outside the profession.
Manpower. Suggestions for enabling the Board
to do more without overburdening its members
include increasing membership back to 21, creat
ing an advisory nonvoting membership, building
up a force of writing talent on the AICPA staff,
changing to a 5- to 7-man full-time paid Board,
and having a full-time paid Board chairman.
Voting rule. The two-thirds rule may well have
forced compromises that "leave very few com

pletely satisfied and represent poorer answers, at
least from the standpoint of the majority,” there
by affecting the quality of the Opinions.

Quality of Opinions. "I believe our Opinions
will continue to appear complicated, although
some simplification will be possible.” Procedures
for covering many Opinion details in unofficial
interpretations have been worked out, and a
booklet containing 100 such interpretations of
the earnings per share Opinion will be published
in the future. Another move that would improve
the overall quality of Opinions would be the
appointment of one Board member who is an
experienced professional user of financial state
ments. A CPA member of the Financial Analysts
Federation would make a good candidate.
Early warning system. Board members have been
asked periodically for a list of developing prob
lems they think the APB should be considering,
but it has not been effective as an early warning
system. There is a need for an early warning com
mittee to spot trouble areas well before they are
discussed in the financial press.

Possible extensions of the attest function are outlined for Council
"In the years ahead, the attest function by in
dependent CPAs may be extended to a number
of areas which would be rare, if not unheard of,
today,” the chairman of the auditing procedure
committee, Thomas L. Holton, told members of
Council.
One such area— opinions on forecasts— may
give CPAs a unique opportunity "to give the
proper impression to the public by insisting that
there be at least two and possibly more projec
tions of possible future results . . . an optimistic,
a pessimistic and another presentation between
the two, representing some sort of reasonable
expectation.”
Other areas cited by Mr. Holton as possible
new applications of the attest function are opin
ions on internal control at computer service cen
ters and opinions on the adequacy or effective
ness of internal control in general.
He noted that auditing and reporting on hu
man resources, continuous auditing, and infiltra
tion of business by organized crime are still other
future applications of the attest function.

Moving on to the backlog of projects awaiting
research, Mr. Holton listed the following:
1. Degrees of qualification of opinions on fi
nancial statements.
2. Reports on interim financial statements.
3. Opinions on forecasts.
4. Proper reporting on development compa
nies and companies in financial difficulties.
5. Reporting on supplementary financial in
formation, including price-level financial data.
6. Determining genuineness of inventories
and other problems involving inventory observa
tion techniques.
7. Reliance on other experts.
Mr. Holton also reported that the committee
is considering a number of measures to make its
work more effective:
• Re-evaluation of the committee’s objectives
and method of operation.
• Assignment of more projects to special task
forces under the auspices of the committee.
• Renaming— or restructuring— the commit
tee as the Auditing Standards Board.
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from the Execu tive V ice P resid en t
LEONARD M. SAVO IE

Living with a high profile
The following column is the report Mr. Savoie
made to Council last month in Boca Raton.
Never before has accounting been the subject
of such widespread public attention. W e have, in
the jargon of today, a high profile. W e must learn
to live with it.
Newspapers and magazines publish pieces
about accounting with increasing frequency. In
adequacies in financial reporting and proposed
changes in reporting requirements are always
controversial and therefore newsworthy.
There can be no doubt about the implications
of this press attention. The public is learning of
the importance of the accounting function. It is
expecting a better performance by the accounting
profession, collectively and individually. The
public expects the organized profession to raise
the level of technical standards. It expects indi
vidual CPAs to report financial conditions fairly
and objectively in accordance with the higher
standards.
The American Institute embarked on a cam
paign to reform accounting principles and finan
cial reporting before a good many of its members
were ready for it. The time for reform had come,
and there was no avoiding it. With reform inevi
table, the only question remaining is, "W ho will
do it— the profession or the government?”
While the need for improvement is obvious,
and the dedication of the accounting profession
to accomplishing it is earnest, the pressures re
sisting reform are strong indeed. Let me cite a
few specific instances.
Business combinations

The Accounting Principles Board achieved
high visibility with its announced intention to
tighten accounting rules for business combina
tions. The issue is complex and controversial, but
not insoluble. The APB arrived at a tentative
position which would clarify merger accounting
and eliminate the choice of alternatives.
Predictably, the Board’s proposal has not re
ceived universal support. In fact, some opponents
have organized campaigns to try to defeat it.
For example, the Financial Executives Institute

has urged its members to write to the APB to
register strong opposition to the proposal. And
the FEI has very belatedly authorized a research
study of accounting for business combinations
which were effected in 1967. The research pros
pectus implies that its purpose is to demonstrate
the incorrectness of the APB’s exposure draft.
FEI representatives have admitted, upon ques
tioning, that their position is to continue present
practices of accounting for business combina
tions.
At least one accounting firm has advised its
clients of the firm’s opposition to the APB pro
posal and has suggested to clients that they ex
press their views to the APB. Other accounting
firms also have made known their opposition to
the APB stand.
Corporate managements have opposed it, too,
some darkly suggesting drastic actions to thwart
the APB’s efforts. In a way, this is reminiscent of
the income tax Opinion of two and a half years
ago, when the FEI, some accounting firms and
business managements were trying to block its
issuance. The Opinion was issued, but treatment
of the investment credit was withdrawn from it.
One might speculate on whether opposition to
the APB on business combinations will keep it
from issuing a final Opinion. If this happens, I
believe the abuses of merger accounting will be
curbed surely and swiftly by the Securities and
Exchange Commission. The opponents then will
not only have failed to preserve the advantages
they now see in today’s loose practices, but they
will have dealt a body blow to the accounting
profession. And they will have forced the trans
fer of an important business function from self
regulation to government regulation.
I believe, however, that the APB will issue
an Opinion on business combinations that will
greatly restrict use of the pooling-of-interests
method and will require amortization of good
will that arises by using the purchase method.
Business W eek has predicted that, "In the pooling-of-interest squabble, the accountants are ex
pected to prevail, despite their many critics.”
For one thing, the APB has a powerful ally in
the Securities and Exchange Commission, whose
chairman has supported the APB position in a
statement before the Senate Antitrust and Mo
nopoly Subcommittee. Many other organizations,
including the Financial Analysts Federation and
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the National Association of Accountants, have
indicated their substantial agreement with the
Board’s proposal on business combinations.
Members of Council could help by offering
their support and encouragement.
Bank accounting

On another issue— bank accounting— a final
pronouncement was released some time ago, but
opponents of reform have managed to keep the
controversy alive. In January 1968, after nearly
ten years of trying, the Institute’s committee on
bank accounting and auditing issued its guide,
Audits of Banks, even though the banking indus
try and the bank regulatory authorities did not
agree with the format of the income statement. A
year ago, the APB removed the bank exemption
from Opinion No. 9, thus requiring banks audited
by CPAs to report a net income figure which in
cludes securities gains and losses and a provision
for loan losses.
Meanwhile, the SEC was becoming increas
ingly involved because of filings with it by bank
holding companies. Last July, Andrew Barr,
Chief Accountant of the SEC, called together
representatives of the three bank regulatory agen
cies, the American Bankers Association and the
American Institute. This meeting resulted in
agreement on an income statement substantially
as called for in our audit guide, but with some
minor modifications. The bank regulatory agen
cies issued new regulations to the banks and the
American Institute put out a short supplement to
the audit guide. The 1969 financial statements of
banks were presented in accordance with the
new format which we all agreed to.
One might think that would end the matter.
Not so. Last month, just after the first quarter
financial statements were published, bank se
curity analysts and bankers began a campaign to
get the news media to drop the reporting of net
income and revert to reporting net operating
earnings, which would exclude securities gains
and losses. The analysts talked to The Wall Street
Journal, after which an article was published
quoting their criticism of the new format. W e
asked for equal time and got it, but so far we have
not had equal coverage of our views in The

Journal.
The same group of analysts asked for a meet
ing with The New York Times, and a luncheon

with them was set for Friday, April 24. W e were
invited by The Times to attend. After the meet
ing was scheduled but before the date arrived,
The New York Times of Sunday, April 19, car
ried an article headlined "Banker Scores New
Accounting.” It carried the byline and a picture
of Walter B. Wriston, president of the First Na
tional City Bank of New York.
Now we asked for equal coverage of our views
in The Times. They agreed, so we quickly pre
pared a piece for the Sunday, April 26, issue.
When the five bank security analysts showed up
for the April 24 luncheon at The Times, they
were surprised to be handed my bylined article
and to see Al Mentzel, chairman of our commit
tee on bank accounting and auditing, and me.
Three reporters were present, with a tape re
corder. There followed a two-hour recorded de
bate during which the analysts did not convince
us they were right nor did we convince them.
We may not know for some time whose views
The Times found persuasive. W e do know that it
has plenty of controversial material to publish
as it chooses. The paper did publish our article
on April 26.
An ironic twist to this episode occurred the
day before the meeting with the reporters and
analysts. I received an unsolicited letter enclosing
the Wriston piece, deploring it and strongly sup
porting our net income requirement for banks.
The letter was from David Norr, chairman of the
Financial Accounting Policy Committee of the
Financial Analysts Federation, and he was speak
ing in that capacity on behalf of the entire com
mittee. The Times men were delighted to learn
that the security analysts could not agree among
themselves.
This episode brings to mind some words of
Niccolo Machiavelli who said nearly 500 years
ago, "There is nothing more difficult to carry out,
nor more doubtful of success, nor more danger
ous to handle, than to initiate a new order of
things. For the reformer has enemies in all those
who profit by the old order, and only lukewarm
defenders in all those who would profit by the
new order. . . . ”
Stock brokerage accounting

Our high profile has been showing in many
other ways. A couple of weeks ago, The Wall
Street Journal discovered the prospectus of Don
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aldson, Lufkin and Jenrette, the first stock brok
erage firm to go public. An editor had noticed
three figures for earnings per share, called the
company for an explanation, learned that they
were unhappy about it and that he had a story.
The firm carried its marketable securities at
market values with the unrealized appreciation
and depreciation taken through income. Securi
ties not readily marketable were included in the
statements at cost, but in the summary of earn
ings, earnings per share figures were presented
on three lines, one for net income, one for changes
in fair values of nonmarketable securities and the
sum of the other two. W e can only guess as to
whether the company’s unhappiness was concep
tual or practical. The Journal noted that fair
values increased greatly in 1968 but decreased in
1969.
This new presentation is an example of the
quick decisions we often face. Brokerage firms
were going public before our committee on stock
brokerage accounting and auditing could issue
its revised audit guide. The committee did meet
and decided that marketable securities of a broker
should be carried at market values and non
marketable securities should be carried at fair
values, with unrealized appreciation and depre
ciation included in income. Some reservations
were expressed about the practical difficulties of
determining fair values of securities which are
not readily marketable.
The tentative solution was that used in the
Donaldson, Lufkin and Jenrette prospectus. It
was agreed to at a meeting of the SEC, New York
Stock Exchange, Investment Bankers Association,
National Association of Securities Dealers and
the AICPA. Our committee, subject to approval
of the chairman of the Accounting Principles
Board, will be arriving at a final solution soon.
The accounting profession has high visibility
in government circles too. Relations between our
federal tax division and the Treasury Department
are close. More than a dozen regulatory agencies
have asked for liaison committees with the Amer
ican Institute. Congress is showing an increased
interest in the accounting profession. W e have
filed statements at Senate hearings on franchise
companies and on conglomerate mergers, and
we have testified at Senate hearings on uniform
cost accounting standards.
Nearly two years ago, uniform cost accounting

standards were proposed for use by defense con
tractors. Congress called for the Comptroller
General to make a feasibility study of the applica
tion of such standards. In January of this year, he
issued his report which concluded that uniform
cost accounting standards are feasible and desir
able. Bills were introduced calling for the Comp
troller General to set uniform cost accounting
standards for use by defense contractors.
The hearings on these bills considered this
proposal as well as an alternative one which
would place the function in a new board created
within the executive branch of government. W e
and the Comptroller General favored the latter
proposal. Whichever position prevails, the ac
counting profession is sure to have a greater
involvement in this area.
Having a high profile, as we do, means that
more people in more places are watching us. They
are increasingly aware not only of deficiencies
in our underlying standards, but also of deficien
cies in carrying them out. Financial writers, se
curity analysts and other informed observers
recognize marginal or substandard reporting
even though it may be condoned because of some
loophole in our rules. They are alert to changes
in our pronouncements on accounting principles,
changes in accounting methods and changes in
auditors. W e face an important challenge to see
that our standards are enforced in spirit as well
as in technical compliance. In short, we must
learn to live with a high profile.

Program is set for international congress
The technical program for the Tenth Interna
tional Congress of Accountants, which is to be
held in Sydney, Australia, in October 1972, will
center on the theme "Financial Measurement
and Communication,” according to the president
of the Congress, R. A. Irish.
Six topics and speakers from Montreal, Am
sterdam, London, Sydney, Munich and Chicago
have already been chosen. International com
mentaries on the papers will be prepared by
eight accountants from various countries.
Persons interested in attending the Congress
may receive further information by writing to:
The Secretary, Tenth International Congress of
Accountants, London Assurance House, 16
Bridge Street, Sydney, N.S.W., 2000, Australia.

Sunday, September 20

PROGRAM HIGHLIGHTS

6:00 p.m. to 7:30 p.m.
O p e n in g Reception at the W aldorf-Astoria for all Institute
m em bers and guests.

M onday, September 21
9:00 a.m. to 11:30 a.m.
Annual Business M eeting, President Louis M. Kessler presiding.

American Institute
of
Certified Public Accountants

12:00 noon to 1 :45 p.m.
Installation Luncheon for m em bers and guests.
2:30 p.m. to 5:00 p.m.
Plenary Session.
Evening
Scheduled as an open evening to give m em bers and guests
an opportunity to visit the m any attractions in New York.

Tuesday, September 22

83rd
ANNUAL MEETING

9:00 a.m. to 11:30 a.m.
Tw o sim ultaneous Technical Sessions.
12:00 noon to 2:00 p.m.
Luncheon for m em bers and guests.
2:30 p.m. to 5:00 p.m.
Tw o sim ultaneous Technical Sessions.
Evening
6:30 p.m. to 1:00 a.m.
Reception, Dinner, Show, and Dance.

Wednesday, September 23

NEW YORK, NEW YORK

9:00 a.m. to 11:30 a.m.
T w o sim ultaneous Technical Sessions.

SEPTEMBER 20-23,1970

12:00 noon to 2:00 p.m.
Luncheon for m em bers and guests.
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T w o sim ultaneous sessions:

III.

M A N A G E M E N T A D V IS O R Y S E R V IC E S
IN THE SEVEN TIES

2:30 p.m. to 5:00 p.m.
"M a n a ge m e n t A d visory Services in the Seventies" will
Plenary Session:

plore the role and organization of m anagem ent advisory se
rv
ivces to meet changing dim ensions of client needs. Included

P R IO R IT IE S F O R THE 1970's
This session goes directly to the heart of m any of our na
tion's problem s — the crises in its cities and its econom y.
Prom inent speakers, an urbanologist and an economist, will
discuss urban and econom ic affairs within the fram ew ork of
establishing priorities for the 1970's. Later they will discuss
their subjects with a panel of know ledgeable m em bers and

W H E N C LIE N T S G O P U B L IC : TH E PLA CE O F
THE L O C A L F IR M S

guests including questions from the audience.

This session will take the form of a living report to the mem

bers by the com m ittee to study displacem ent on its findin
g
to date. Inform ation drawn by its questionnaire and oth
e
r
investigations will be presented together with representa
s
tive
of the SEC and other interested parties.

Tuesday, September 22

Tw o sim ultaneous sessions:

W ednesday, September 23
I.

TAXES F O R T O M O R R O W 'S TA SKS
W h ile fundamental changes were made in our tax structure

as a result of the Tax Reform Act of 1969, there is strong indi

Friday, Septem ber 1 8 ....................

9:00 a.m. to 6:00 p.m.
9:00 a.m. to 6:00 p.m.

Sunday, Septem ber 20 ..................

10:00 a.m. to 7:00 p.m.

Bryant, The N e w Christy Minstrels, and the H ow ard
anin Orchestra will provide entertainment between 9:30 and
1:00 p.m. D an cin g till 1 :00 a.m. will follow the show.

M onday, Septem ber 2 1 ..................

8:00 a.m. to 5:00 p.m.

Tuesday, Septem ber 22 ..................

8:00 a.m. to 5:00 p.m.

W ednesday, Septem ber 23 ............

8:00 a.m. to 1 :00 p.m.

A n ita

LA D IE S' EVENTS

HOTEL IN F O R M A T IO N

Monday, September 21

The W aldorf-Astoria has been designated the official head
quarters hotel for this year's An nu al Meeting. Since the attend

choice of three tours, each including luncheon:

N e w York and United N a tio n s— Bus departs 9:15
a.m., returns approxim ately 3:00 p.m. Panoram ic view of
midtown Manhattan, East River, Times Square, The B ow 
ery, W all Street, Greenw ich Village. Luncheon at Delegates
Dining Room and guided tour of United Nations.
L ow e r

. Upper N e w York and Lincoln C e n te r— Bus departs 9:00
a.m., returns approxim ately 3:00 p.m. View Central Park,
Columbia University, Grant's Tom b, Riverside Drive, R ock
efeller Center and Harlem. G uided tour and luncheon at
Metropolitan Restaurant of Lincoln Center.

the next Congress. Som e of the proposals are likely to result
business taxation. A s a preview of w hat tax legislation m ight

accom m odate our overflow requirements. To facilitate the
handling of your reservation, in the event The W aldorf-Astoria
is unable to accom m odate yo u r request, please indicate yo u r
second and third choice on the hotel form before m ailing
directly to The W aldorf-Astoria.
Singles

C O LLEG E S T U D E N T S V IE W THE P R O F E S S IO N

V.

John L. Carey, recently a visiting professor of

a cco u n tin g

be considered in 1971, m em bers of President N ixo n 's task

the University of Illinois, will bring five of his "lo vin g critics

force will review som e of the w ork done by the group and

of the pro fe ssio n" — graduate students from the

speculate on future prospects.

w h o will present fresh view points on questions of

Twins

Suites

Belm ont Plaza — A cross from
W aldorf-Astoria — Lexington
Avenue and 49th Street

$24.00

$30.00 $100.00

$26-30

$31-34 $ 50.00

$26-34

$28-38 $ 75.00

Berkshire H otel— 3 blocks away
from W aldorf-Astoria — 52nd
Street and M ad iso n Avenue
Biltm ore Hotel — 7 blocks away
from W aldorf-Astoria — 43rd
Street and M ad iso n Avenue

Tuesday, September 22

cation that additional major "re fo rm s" will be considered in
from recom m endations of President N ixo n 's task force on

ance is expected to exceed the capacity of the W aldorf,
arrangements have been m ade with the follow ing hotels to

9:00 a.m. to 11:30 a.m.
Tw o sim ultaneous sessions:

YORK

The Registration and M essage D e sk will be in the Basildon
Room and will be open during the follow ing hours:

3. Wine Tasting at the Brotherhood W inery in the H udso n
Highlands — Bus departs 9:00 a.m., returns approximately
4:30 p.m. Delightful drive through M anhattan to Sm ith's
Cove in the historic H udson Highlands. View life of the
early 1800's in this charming, quaint village. Luncheon at
Goose Pond Inn. After luncheon, depart for the Brother
hood W inery. G uided tour of how wine is m ade with
sampling afterwards.

9:00 a.m. to 11:30 a.m.

NEW

Saturday, Septem ber 1 9 .................

A

IV.

YORK,

All of the festivities will take place in the W aldorf-Astoria
Hotel. The evening will start with a Reception at 6:30 p.m.
Dinner will be served at 8:00 p.m. M em bers of the H ow ard
anin Orchestra will play for dancing during dinner. Dress will
beo p t io n a l.

the discussion will be case material relating the integration
professional skills to contribute toward solution of some co
n
tem porary problems, including those of an environmenta
l
nature.

NEW

R E G IST R A T IO N A N D M E SSA G E CENTER

Tuesd ay, September 22

2:30 p.m. to 5:00 p.m.

12:00 noon to 1:45 p.m.
Installation Luncheon for m em bers and guests.

S E P T E M B E R 20-23, 1 970

D IN N E R — D A N C E

PR O F E SSIO N A L P R O G R A M • " D E C IS IO N S F O R A N E W D E C A D E "
M onday, September 21

•

Luncheon — and a fashion sh ow — at the Tavern-on-the-

Roosevelt Hotel— 4 blocks away

reen, "M a n h attan 's only country restaurant", starting at
G
2:00 noon.

from W aldorf-Astoria — 45th
Street and M a d iso n A venu e $29-33-37 $36-40-44 $ 60-65

university
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83rd ANNUAL MEETING, NEW YORK C ITY
SEPTEM BER 20-23, 1970

AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS

the profession they have chosen for their careers.
ROOM RATES

II.

TH E C H A L L E N G E O F SE T T IN G
A C C O U N T IN G P R IN C IP L E S

U sing as examples the A P B O p in io n on business co m bina
tions, a forthcom ing A P B Statement on fundam entals of finan

VI.

N E W D IR E C T IO N S IN IN T E R N A L C O N T R O L

This session will explore recent developm ents in the bu
si
ness com m unity and the profession and their relation to

cial accounting and a research project on cost accounting

auditor's evaluation of internal control. Som e topics tob
e

standards, the speakers will explore the process by which

explored include conceptual aspects, relation of the evalua
tion in a com puter environm ent, and reports in internal con

accounting principles are established.

trol effectiveness.
12:00 noon to 2:00 p.m.
Luncheon for m em bers and guests.

12:00 noon to 2:00 p.m.

Guest speaker: The H onorable N elson A. Rockefeller, G o v 

Luncheon for m em bers and guests.

ernor of N e w York.

Guest speaker: Mr. Eric Sevareid, C BS National

C o rre sp on d e
t
n
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Reservations will be held until 6:00 p.m., unless a later hour is specified.
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DINNER, SHOW & DANCE
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Representatives ofNASBA, AAA and
state society groups address Council
In his speech before Council, Willard G.
Bowen, president of the National Association of
State Boards of Accountancy, proposed three
areas in which the Institute and NASBA could
cooperate in solving some of the major problems
facing the accounting profession today.
He recommended the creation of a "Joint
Steering Committee” composed of members of
the AICPA, NASBA and, possibly, the American
Accounting Association. "The principal charge
to the committee would be to study proposals
made by other committees or boards with the
object of making the most effective use of each
organization. They would be in a position to
know what was being done by the other groups,
who was best qualified for a particular task, and
when the concerted efforts of all groups were
needed.”
His second proposal concerned appointment
of a committee or joint committee to study the
problem of establishing uniformity in the require
ments set by each state for obtaining a CPA cer
tificate.
His third proposal was the establishment of a
committee to study the possibility of creating a
national "data bank” or personnel file for every
CPA. He suggested that this might be done
through the Institute’s computer system. He indi
cated that NASBA has already "begun collecting
a limited amount of information regarding sus
pended or revoked certificates so that a CPA
whose certificate has an impairment in one state
won’t be practicing under a perfectly valid one
in another state.”
Mr. Bowen also stressed the need to make con
tinuing education for CPAs mandatory. "Prob
ably the only fully effective way is to require it
as a condition to continued issuance of a permit
to practice.”
Norton M. Bedford, president of the American
Accounting Association, told members of Coun
cil that there were five aspects of accounting edu
cation which should concern both professors and
practitioners in the 1970s: ( 1) maintaining the
quality of new recruits, (2 ) establishing an ex
ecutive development program for CPA partners,
(3 ) improving the quality of accounting profes
sors, (4 ) updating the curriculum, and (5 ) sell
ing the educational program to deans, adminis

trators and nonaccounting professors.
Attention must be directed to these aspects of
accounting education if there is to be continued
development of the profession in terms of the
quality and quantity of CPAs, their financial re
wards and the roles they play in society.
Victor A. Feldmiller, executive director of the
Ohio Society of CPAs and president of the State
Society Executives Association, discussed the role
of the SSEA in strengthening the staffs of the
state CPA societies to achieve the profession’s
objectives.
Gordon W . Tasker, chairman of the AICPA
committee on relations with state societies, out
lined for Council the pros and cons of concurrent
membership as described by President Kessler
(see The CPA, Feb.70, p.2). He proposed that,
on the basis of favorable reaction by members to
a CPA survey (see The CPA, April70, p .12), a
task force composed of state society executive
directors and AICPA staff be appointed to study
the topic.
The results will be presented to the committee
on relations with state societies, which will be
responsible for presenting a recommendation on
the subject to the Institute’s Board of Directors.
Mr. Tasker said that his committee was particu
larly qualified to make an objective study of the
problem since it is composed solely of AICPA
members who are past presidents of their state
societies.

Merit Scholarship winner announced
John P. Nail, of Tupelo, Mississippi, is this
year’s recipient of the National Merit Scholar
ship Award sponsored by the American Institute.
Chosen from among 15,000 students with the
highest scores on the National Merit Scholarship
Qualifying Test, this year’s recipient plans to
study accounting at the University of Mississippi
in September. His father, Norman Nail, is a CPA.
John, a straight "A ” student, has been a mem
ber of his high school student council for three
years; president of the Key Club; vice president
of Mu Alpha Theta, the honorary mathematics
club; and manager of the basketball team.
The scholarship was presented during an
awards assembly at Tupelo High School by Her
man Gray, CPA, treasurer of the Mississippi So
ciety and partner of Minor & Moore in Corinth.
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AICPA counsel reviews implications
of Continental Vending case
In a preliminary appraisal of the implications
of the Continental Vending case, AICPA counsel,
David B. Isbell, told members of Council that
the case was both significant and instructive.
"It is significant in two prime respects,” Mr.
Isbell said. "One, for what it says about the
weight the law will attach to the standards of the
accounting profession; two, for what it says
about the obligations, over and above those im
posed by the standards of the profession itself,
which will be imposed upon accountants in the
course of their professional work.”
It is instructive, he continued, in that “the
decision of the Court of Appeals tells much of a
practical nature about how accountants can get
into legal trouble and, by the same token, sug
gests ways in which at least some risks may be
avoided.”
Mr. Isbell observed that the "significance of
the case does not lie in its being a criminal case”
and that the specific implications of the case
"apply just as much to civil litigation, the risk of
civil responsibility, as to the risk of criminal
liability.”
With regard to the weight to be given by the
courts to the standards of the accounting profes
sion, Mr. Isbell suggested that "what the Court
of Appeals said . . . substantially narrowed the
possibility, which the trial court had left open,
of a jury being allowed to take a purely layman’s
view and to disregard the standards of the pro
fession in a future case, whether civil or criminal.
"Moreover,” he added, "the Court of Appeals
suggests quite clearly that standards will be given
less than conclusive weight only where the stand
ards involve no specific rules or prohibitions, but
leave the matter to the judgment of an auditor.”
For the profession, Mr. Isbell observed, this
points out the advantage, from the point of view
of legal responsibility, of having standards
spelled out. For the practitioner, it suggests the
desirability of a special review, from the point
of view of understandability to a layman, in cases
where pure judgment governs.
Discussing the significance of the Court of Ap
peals’ opinion with respect to the rules of disclo
sure and inquiry that it lays down, Mr. Isbell said,
"It appears to me that the opinion enunciates

only one general rule that is, to any significant
degree, a new one. That is that where the auditor
knows of or suspects a dishonest diversion of
funds sufficiently large to imperil his client’s
solvency; there must either be exceptional dis
closure or exceptional measures to make it good
and to prevent recurrence.”
What practical lessons can be learned from the
case? "Where problems arise which might affect
the solvency or the survival of the client,” Mr.
Isbell concluded, "a wholly new perspective, a
new set of rules, as a practical matter, not as a
legal matter, should apply.
• "First, you should exercise extreme care.
Every ‘t’ should be crossed, every 'i’ dotted.
• "Do not rely on promises of the client’s offi
cers as to important matters; see to it that they
are carried out.
• "Do not rely on representations made with
regard to such important matters if they are mat
ters which you can check for yourself.
• "View everything you do from the perspec
tive of how it may appear in the event of disaster.
• "Consult with a partner or a colleague who
can bring objectivity to bear on the matter before
you issue your opinion.
• "Finally, it may be useful to consult your
attorney— before you have issued your opinion.
. . . The attorney, even if he is not expert, should
be able at least to bring judgment to bear as to
how the accountant’s opinion and his conduct
will look to a lay jury, a judge, and a prospective
plaintiff’s attorney in the event that trouble
develops.”

Three CPAs to be recipients of
distinguished service award

At the Council meeting, Louis H. Penney,
chairman of the awards committee, an
nounced that the CPA Gold Medal for
Distinguished Service to the Profession
will be awarded to Weldon Powell post
humously and to Thomas D. Flynn and
Elmer G. Beamer. Formal presentation
of the profession’s highest honor will take
place at the Institute's annual meeting in
New York City this September.
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JOHN L A W L E R

The divided house revisited
The following column is adapted from Mr.
Lawler’s report to Council last month in Boca
Raton.
Last spring, in submitting a report which car
ried an ominous title that is echoed in the present
one, I mentioned that I was conducting a series
of interviews with a number of prominent mem
bers on the current state of the profession.
I have now conferred with 16 of them— the
managing partners of several national firms as
well as practitioners in local and regional firms.
The conversations ranged over a vast array of
topics: the public’s attitude toward CPAs, the
performance of the APB, the need for an ex
panded program of research in auditing, the
question of specialization, the role of the Insti
tute and state societies— to name only a few.
It would be impossible to provide a full review
of the varied viewpoints expressed in the inter
views. Instead, I would like to focus on one topic
which seems to me to merit some thoughtful at
tention— and that is the competitive element in
practice.
The interviews disclosed a considerable diver
sity of opinion on the degree and character of
competition within the profession.
Estimates of the level of competition ranged
from "excessive” to "moderate” ; yet even some
of those who applied the latter adjective had oc
casional qualms about the manner in which other
firms were conducting their practices.
"They,” one managing partner said, "seem
determined to get a 'corner’ on all clients. I sus
pect that these 'aggressive’ tactics produce re
prisals from the injured firms, and that the whole
tone of practice is thus reduced.”
I asked if he thought this adversely affected the
overall reputation of the profession.
The answer had some disturbing implications.
"W ell,” he said, "I doubt it. I suppose that most
businessmen would not be surprised because
competition is a way of life with them. But the
absence of any negative reaction on their part
might be evidence of our lack of professional

stature in their eyes. They think of us as one of
them. And they don’t regard themselves as bad
company for anyone. But it may be that if law
firms acted as some accounting firms do, the busi
ness executive would be astonished. He considers
lawyers to be professional men— a breed apart;
and he might lose respect for those who departed
from the discreet conduct expected of members
of the bar.”
The character of professional competition

The degree of concern over competition within
the profession should not be exaggerated.
Most of the interviewed leaders denied that
any dog-eat-dog struggle is occurring; on the
contrary, they insisted that a remarkable level of
camaraderie exists within the profession’s ranks.
Some of them took the view that this is so
because, in an era of prosperity, nearly all firms
have more opportunities to provide additional
services to existing clients than their manpower
resources permit them to undertake.
Others attributed the spirit of fraternalism to
the Institute and the state societies which, in their
view, have enabled the best members of the pro
fession to work toward common objectives and,
in the process, to learn respect for each other.
Most of the interviewed leaders, in short,
could be said to view with composure the current
level of competition within the profession.
Nonetheless, there was an undercurrent of ap
prehension about it in a number of the inter
views ; and some of the leaders regarded it with
distaste and spoke of it with some emotion.
These troubled members suggested that there
should be a renewed commitment to the basic
ideals of professionalism— and that every prac
tice which might generate internal strife should
be forthrightly condemned.
They mentioned the emphasis placed upon
the acquisition of new clients in the promotion of
staff and the advancement of partners.
They lamented what, in their judgment, was a
growing habit of one firm to deprecate the worth
of another— citing instances where the legal diffi
culties of a firm were utilized to dissuade recruits
from considering its employment offers.
They contended that each action of this kind
encourages others to go and do likewise— and
that this constant escalation in what to date has
been a rather subdued contest could ultimately
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jeopardize the profession’s prestige and, indeed,
might even discredit the CPAs’ claim to profes
sional status.
In order to avoid any misunderstanding, I
should reiterate that those who hold these views
represent a minority within the interviewed
group. However, the fact that they do hold them
can be ignored only at the peril of inviting a
fateful division within the profession.
What, if anything, can be done about this situ
ation?
It would be sensible, first of all, to recognize
that some measure of tension between practition
ers is inescapable. Nor will all the friction be a
product of misconduct. For example, any thriving
firm may create some envy among the less pros
perous, and the latter will almost certainly look
elsewhere than to their own deficiencies for an
explanation of their lack of progress.
It seems equally sensible to realize that strong
economic forces are at work in this situation.
Some of those interviewed, for example, spoke

A reminder— direct election of
Council is set for this summer

All members in states entitled to new
Council representatives are urged to vote
in the direct election of Council members,
as provided in the new AICPA bylaws to
be operative for the first time this summer
(seeT he CPA, Mar.70, p.1).
A kit containing a ballot card listing the
nominees from the jurisdiction and pro
viding spaces for write-in votes will be
mailed on June 20, 1970, to every Insti
tute member in each of the 38 jurisdic
tions participating in the election. In ac
cordance with the bylaws, a separate
ballot listing all the independent nomi
nees submitted by 20 members in a state
will be enclosed if required.
The nominees selected by the committee
on nominations were published in the
April 1970 issue of The CPA (pp.4-5).
Ballots must be received at AICPA head
quarters no later than 5:00 P.M., August
7, 1970, in order to be counted.

of the difficulties of smaller firms in attracting
staff members in the face of the recruiting cam
paigns of the large firms and their handsome
salary offers.
But a local practitioner made these blunt com
ments to me:
"It would be absurd,” he said, "to expect the
larger firms, in view of their own imperative need
for personnel, to step aside for local firms. The
latter simply have to match the offers which
college graduates can command from various po
tential employers. If their fees cannot support
higher salaries, they will have to adjust them up
ward— or curtail the rendition of services which
cannot justify increased charges.”
There is a lot to be said for this hard-headed
advice— though this is not to say that the pro
fessional societies cannot help by striving to
attract an increasing number of qualified stu
dents to the profession and by exploring ways
of reducing the larger exodus out of practice.
One other point needs to be underscored.
It seems likely that some of the criticism di
rected at the larger firms merely reflects a vague
uneasiness over their size. Americans have long
had an ambivalent attitude about size— taking
pride in the vastness of their country and its
boundless capacity for material achievements,
while at the same time brooding over any con
centration of power and constantly championing
the cause of the little man. But it is surely rank
sentimentalism to assume that the small have a
monopoly of virtue.
Nor can it be plausibly argued that size is
incompatible with professionalism. As a pro
fessional practice grows in response to the de
mands made upon it, the means of directing and
controlling its activities will need to be more
elaborate; but this kind of problem can hardly
be beyond the skills of CPAs to resolve.
Despite all these extenuating factors, however,
it is still appropriate to ask what might be done
to improve the climate of practice.
It is no doubt a tribute that a good many mem
bers will assume that the question should be
addressed to the Institute. But it should not be
forgotten that some problems of the profession
cannot be solved by institutional action. Creating
a congenial climate in practice is one of them.
It is true, of course, that specific issues which
may be creating dissension can be investigated by
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the Institute and, conceivably, some means may
be devised to eliminate or at least minimize the
risks of interfirm collisions.
It must also be acknowledged that the rules
governing relations between members in the
Code of Professional Ethics— and the actions
taken to discipline members for violation of them
—have undoubtedly had a beneficial effect. Some
members are inclined to deride these provisions
of the Code as self-serving declarations designed
merely to keep peace in the profession’s family.
But the maintenance of a friendly intraprofes
sional spirit is not to be scorned. If an "anythinggoes” attitude prevailed, practitioners would not
be the only victims of the resulting brawl; the
public would suffer because of an inevitable de
generation in the quality of accounting services.
One has to concede, however, that many of the
incidents which appear to pollute the environ
ment of practice do not lead to disciplinary ac
tion. This is largely due to the fact that the epi
sodes usually entail a departure from the spirit
rather than a violation of the letter of the rules.
It seems clear that the professional societies
will always have a difficult time in acquiring de
tailed knowledge of such departures from stand
ards of professional courtesy— and in applying
sanctions against the transgressors.
This is not to downgrade the importance of the
disciplinary machinery of the profession. It per
forms an essential function; and, indeed, it needs
to be strengthened to enhance its ability to detect
and punish offenders—particularly those who
commit the most grievous offense of all: the per
formance of shoddy professional work.
But a disciplinary approach to the elimination
of competitive practice does not offer much
promise.

A commitment to the ideal of service
It seems more likely that better and more farreaching results would be achieved through the
missionary efforts of leaders of the profession.
This would not require the enlistment of an army
of angels; the good which just a few good men
can accomplish often verges on the miraculous.
I saw an example of this last month when I
traveled to a midwestern city to deliver a speech
and spent a couple of days calling upon members
in their offices. During each of these visits, I asked
about the relations between practitioners in the

area, and I was told by everyone that a heart
warming spirit of cooperation existed between
firms of all sizes. How, I asked, had this been
developed? Almost everyone mentioned a man
who had been the partner in charge of the local
office of a national firm. He had apparently acted
upon Emerson’s advice that the only way to have
a friend is to be one; and his dedication to serving
others, his willingness to share with them, his
insistence upon giving ( continued on page 16)

Programs for recruiting from
disadvantagedgroups are shaping up
"There truly are opportunities in professional
accounting for qualified disadvantaged people,”
Edwin R. Lang, chairman of the committee on
recruitment from disadvantaged groups, told
Council, but "the acid test of our sincerity is the
hiring of ethnic minority accounting graduates.”
The work of the committee this past year has
been directed toward achieving the social objec
tive set forth in a Council resolution to integrate
the profession in fact as well as in ideal.
The programs described by Mr. Lang— sum
mer internships for college juniors, group dis
cussions with students in the traditionally black
colleges, undergraduate scholarships, faculty
exchange programs, a faculty seminar for ac
counting faculties from the black colleges—will
be supported in part by the Accounting Educa
tion Fund for Disadvantaged Students, and ap
peals to foundations are now in process, he said.
The fund was established by the AICPA earlier
this year (see insert in the April 1970 CPA).
"This is a clear case of responsibility in matching
our intentions with our support,” he said.
Reporting on the progress of some of the com
mittee’s programs, he said that (1 ) a plan for a
visiting professorship program, including budg
et, has been completed; (2 ) a seminar for ac
counting faculties from the traditionally Negro
colleges will be held late next fall and will prob
ably take place annually for four years; and (3 )
the number of firms participating in the summer
internship program for college juniors has in
creased from 16 last year to 37 this year.
In conclusion, Mr. Lang pointed out that in
three years the increase in ethnic minority profes
sional staff in accounting firms has been dra
matic.
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A divided house revisited (from page 15)
all a fair hearing had endeared him to his col
leagues. He had died several years earlier; but
his gentle character still inspired those who suc
ceeded to his leadership in the professional com
munity. It was obvious that they would regard
any factional discord, any refusal to aid a col
league, any mean-spirited competitiveness as an
affront to his memory.
This illustrates what one man can achieve by
the power of his example— a power which, in
this case, extended even beyond the grave.
By what you say or decline to say, by what you
do or refuse to do, you can instill a wider al
legiance to the traditions of professionalism.
You can strive to persuade your firm— large or
small— to make greater use of the Institute and
the state societies as instruments for the advance
ment of common objectives in staff training, in
professional development, in public relations, in
research, and in information retrieval.
You can seek to convince your partners and
associates that there is a world of difference be
tween conducting an accounting practice in a
businesslike manner and in managing it like a
business.

the CPA

You can exercise your influence to dissuade
your firm from participating in a growingly
popular pastime: a search by clients for a firm
which will be the most accommodating in the
selection of reporting standards that result in
the most favorable earnings per share record.
The founders of the profession were convinced
that the accounting art would never fulfill its
destiny unless it were practiced at the professional
level. That requires no less than what is being
advocated here: a commitment to the ideal of
service above self.
If you are not prepared to pay the price of
professionalism, you had better recognize the cost
of abandoning it. This includes the creation of a
practice environment which may not only dis
hearten many of your present colleagues but
which may also discourage the entry into the pro
fession of the most gifted of the younger genera
tion— many of whom regard a single-minded
pursuit of the dollar as an objective unworthy of
the human species. They insist upon devoting
themselves to a cause more noble than self-grati
fication. They can find such a purpose in account
ing if it remains faithful to its heritage; and they
will scorn it if that heritage is forsaken.
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Board of Directors approves Code restatement in principle
At its meeting in New York City on July 13-14, the Institute’s Board of Di
rectors approved the exposure of a restatement of the Code of Professional
Ethics. The document will be discussed at the Council meeting in September,
just prior to the AICPA annual meeting in New York, and then sent out for
even wider exposure. Depending on reactions, the restatement will be further
revised and presented to the spring meeting of Council with the request that
it be submitted to the membership for approval in a mail ballot during the
fall of 1971.

Annual meeting program features economist and urbanologist
Dr. Pierre A. Rinfret, president and chief executive officer of Rinfret-Boston
Associates, Inc., an economic and financial consulting firm, and Dr. Paul
Ylvisaker, an urbanologist now engaged in special studies in New York for
the Lindsay administration, head the list of speakers at the Institute’s 83rd an
nual meeting in New York. All sessions will be held at the Waldorf-Astoria
from Monday afternoon through Wednesday morning, September 21-23.
Drs. Rinfret and Ylvisaker will be the principal speakers at the opening
session— "Priorities for the 1970’s”— on Monday afternoon. The two speakers
will also participate in a panel discussion moderated by AICPA President
Louis M. Kessler. Panelists will be Richard H. Austin, CPA, Wayne County
(Michigan) Auditor, who was a recent candidate for mayor of Detroit; Larry
A. Jobe, CPA, Assistant Secretary of Commerce in Washington; and Ezra
Solomon, Dean Witter Professor of Finance at
( continued on page 9)

AICPA study of auditing function within DOD goes to Blue Ribbon Defense Panel
The “Report on Contract and Internal Auditing Within the Department of
Defense,” prepared after eight months’ investigation by the Institute’s advisory
committee to the Blue Ribbon Defense Panel, was submitted on May 28 to
the panel. The Blue Ribbon body had asked the Institute last October to study
the internal audit organizations and the Defense Contract Audit Agency of
the Department of Defense.
In fulfilling its charge, the advisory committee reviewed and evaluated the
principal policies, plans and procedures relating to
( continued on page 4)
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LOUIS M. K E S S L E R

A year in review
The track on which the Institute president runs
is divided into three sections of six months each.
When he is nominated, he starts running in the
shadow of the incumbent president. The baton
is passed to him at the annual meeting and he
goes it alone for six months. Then he meets a
new president-nominee, and they run together
until the next annual meeting. It has been pleas
ant and rewarding to be associated with Ralph
Kent and Marshall Armstrong on the track.
Some of my colleagues in the Institute have
suggested that in this, my final CPA column, I
should give a "wrap-up” of happenings to date
on matters covered in previous columns.
In my first column I put in a plug for John
Carey’s new book, The Rise o f the Accounting
Profession. I have now been privileged to see an
advance copy of Volume II which, fortunately, is
not entitled "The Fall of the Accounting Profes
sion,” but carries the old title with a new subtitle:
"T o Responsibility and Authority, 1937-1969.”
Again, I recommend it as required, but also
interesting, reading.
My second column dealt with our international
responsibilities. W e still have not made spectac
ular progress in eliminating citizenship require
ments for the CPA exam or in providing greater
recognition to accountants from abroad. This,
admittedly, is a slow process. I am happy to say,
however, that the Institute’s international rela
tions committee is embarking on a program to

Editor: Barbara J. Shildneck
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improve our image abroad and to demonstrate
genuine cooperation. This may take the form of
assistance in continuing education courses, pro
viding training for university teachers and mak
ing local accountants feel at home in programs
sponsored by international firms. Accountants in
foreign countries are proud people. Many are
exceedingly capable. W e must treat them with
respect if we expect them to respect us.
The next subject was concurrent membership
in the Institute and the state societies. More than
4,000 members returned a reply card and a com
fortable 68 per cent thought the idea of concur
rent membership was sufficiently attractive to
justify the appointment of a "task force” to study
the practical problems which would be involved
in implementing the proposal. Such a "task
force” has been appointed— comprised of five
state society executives and four members of the
Institute staff. W e will be hearing more of this
idea in the 1970-71 fiscal year.
The topic in the March issue was "Ecology:
A Challenge for the CPA?” based on a talk given
last December urging businessmen to join to
gether in voluntary and cooperative efforts. Since
that time, the subject has become a national issue
even to the point that a Congressman went up in
a balloon in Central Park—with varying degrees
of success— to proclaim on the subject. For our
part the committee on management advisory serv
ices recently established a constituent committee
to explore the role of the CPA in helping solve
various ecological problems. The quantitative
measuring skills and other problem-solving tech
niques used by CPAs in commercial areas have
already proved their value in the initial attempts
being made to improve our environment. It is
hoped that the committee on ecology will not
only be able to guide other CPAs interested in
this challenging field but will also be able to
serve directly various government agencies and
industry groups which are actively engaged in it.
In the April issue a plea was made for better
education for the profession and fuller imple
mentation of the Beamer committee report—
whether through
( continued on page 10)
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Notice of Eighty-Third Annual Meeting
American Institute of Certified Public Accountants
September 21, 1970
To the Members of the
American Institute of
Certified Public Accountants
In accordance with the provisions of Article V, Section 5.1.3,
of the bylaws of the American Institute of Certified Public
Accountants, I hereby give notice that the regular annual
meeting of the Institute will be held at the Waldorf-Astoria
Hotel, New York, New York, beginning at 9:00 A.M. on
Monday, September 2 1 , 1970.
John Lawler,
Secretary
New York, N. Y.
July 15, 1970

President Kessler appoints task force
on concurrent membership
A task force "to study the feasibility of con
current membership in state societies and the
Institute” was appointed in June by President
Louis M. Kessler, as a result of members’ re
sponse to a questionnaire appearing in the
February issue of The CPA. A majority of the
members replying said that the idea of concur
rent membership should be explored and be
lieved a task force composed of representatives of
the State Society Executives Association and the
Institute staff should be named to study the prob
lems involved.
The following members of the task force are
executive directors of state societies: Louis Bal
dacci, California; Clifford C. Beasley, Florida;
Donald E. Breimeier, Missouri; Jeannette M.
Cochrane, Illinois; and F. Willard Heintzelman,
Pennsylvania.
Institute staff members serving on the task
force are: Margaret Heins, staff assistant, profes
sional relations division; David H. Lanman, Jr.,
director, professional relations division; Nancy
Myers, manager, state society relations and leg
islation; and Norman Nestler, manager, mem
bership and international relations.

When completed, the report of the task force
will be given to the state society relations com
mittee for consideration.

"Men ofAccount" has wide distribution
For the last academic year the Institute’s re
cruiting film, "Men of Account,” achieved an
impressive distribution record both in the num
ber of bookings and of college-bound student
viewers. Figures for September 1969 through
April 1970 are as follows:
Number of showings to students—
2,100
Number of students seeing film— over 150,000
National television distribution
(estimated number of viewers)—4,000,000
The profession can make the most effective
use of this film through the distributor’s advance
booking notices that are sent to state societies.
The society may ask the film user (teacher) what
types of students will be seeing the film. If the
audience is to be composed of high-quality col
lege-bound students, a CPA from the society may
volunteer to appear with the film to answer ques
tions. If, however, the audience will be composed
of commercial or terminal students, the society
may offer to send career literature only.
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Study of auditing function within DOD goes to Blue Ribbon Defense Panel ( from page 1)

the internal audit and contract audit activities of
the DOD. As described in the report, this in
cluded the study of " ( 1 ) organizational struc
ture, (2 ) the nature and extent of audits and the
adequacy of auditing procedures, (3 ) personnel
management, (4 ) the quality, timeliness and
usefulness of audit reports and the implementa
tion of audit recommendations and (5 ) audit
relationships within and external to the DOD.”
The advisory committee, chaired by Thomas
D. Flynn, former AICPA president, was com
posed of 15 Institute members who concentrated
mainly on general policy matters and recommen
dations. On-site studies of the auditing function
in major areas of the DOD were conducted by
six subcommittees. A total of 33 AICPA mem
bers participated in the project.
In addition to Chairman Flynn, the following
Institute members served on the advisory com
mittee: Robert W . Armbruster, Jr., Albert J.
Bows, Aubrey M. Farb, Jerome Farmer, T . Jack
Gary, Jr., Stanley D. Halper, Paul E. Hamman,
J. Robert MacNaughton, Walter I. Reich, Har
old L. Russell, John F. Silton, Clark Sloat, J.
Leroy Vosburg and Harry R. Weyrich.
The following members served on the sub
committees: William Atkins, Ronald C. Bald
win, John J. Collier, Jr., Richard Guiltinan,
Charles Hemphill, Frederick A. Loesing, Robert
J. Monteverde, Eugene C. Moyer, Howard Pol
lack, Everett D. Sadler, Carmen Spinelli, Joseph
Strickland, Larry J. A. Thompson, John T.
Wertheim, Joseph D. Wesselkamper and Charles
M. White.
Ex officio members of the group were AICPA
Executive Vice President Leonard M. Savoie and
Assistant Director of the AICPA Technical Serv
ices Division Thomas R. Hanley. Ben G. Huff
was the advisory committee administrative co
ordinator.
The 300-page report is in two parts. Part I
contains the advisory committee’s overall recom
mendations and includes a summary of the rec
ommendations of the six subcommittees. Part II
consists of the detailed reports of each subcom
mittee on its particular area of interest, as
follows: the Office of the Secretary of Defense
and other DOD agencies, including the Defense
Supply Agency; the Army; the Navy, including
the Marine Corps; the Air Force; the Defense

Contract Audit Agency; and EDP auditing.
The panel, whose chairman is Gilbert W .
Fitzhugh, chief executive officer and chairman
of Metropolitan Life Insurance Company in
New York, was set up last fall by President
Nixon to study the overall management and or
ganization of the DOD.
In a letter to Mr. Flynn extending thanks to
the advisory committee for its assistance, Mr.
Fitzhugh stated that the CPA group had "ad
dressed the task with a tremendous energy and
knowledge.”
At press time The CPA learned that the com
plete report of the panel had been presented on
July 15 to the President, who had indicated it
would receive "the highest priority possible.”

AICPA Insurance Trust refund again passes
the $5 million mark
July 1, 1970, marked the second consecutive
year that a new high record refund of more than
$5 million was authorized for payment by the
insurance committee of the AICPA Insurance
Trust.
Reflecting the exceptionally good insurance
experience for eligible subscribers of various ages
under the CPA Plan, refund rates applicable to
contributions for insurance during the 12-month
period ended September 3 0 , 1969, were 72% for
subscribers who were under age 45, 59% for
ages 45 to 55, and 50% for ages 55 to 65. The
Group Insurance Plan refund rate applicable was
50% ; for dependents’ coverage in effect for six
months or less— or for more than six months—
the rates were 4 8% and 4 6 % , respectively.
Insurance now in force amounts to over $1 bil
lion. At present there are more than 25,000 CPAs
participating on an individual basis in the CPA
Plan and some 35,000 proprietors, partners, em
ployees and eligible dependents covered under
the Group Insurance Plan.
October 1, 1970, has been designated a new
plan entrance date for both plans; current de
scriptive literature and invitations to subscribe
are scheduled for mailing just prior to September
1. Meanwhile, any Institute member desiring
information should write to the plan administra
tor: Reid & Carr, Inc., 530 Fifth Avenue, New
York, N .Y . 10036.
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A reader expresses opposition to "professional conference groups"
David Linowes’ letter in the March 1970 CPA
revives, as the writer asserts, a proposal raised in
1962 to create "professional conference groups.”
The aim is to bring Institute members closer
together.
Mr. Linowes does not provide any estimate of
how many additional members would thereby be
brought together; there is only an implication
that there should be enough to make it all worth
while. But this is the sheerest speculation. Nor
does he say one word about the role of the state
societies in presently serving similar interest
groups, albeit not under the Institute’s aegis.
Who is complaining? Is it any larger group of
AICPA members? Or, is it a small number of
upper-echelon members and staff who are rest
less? This should be known.
There are a number of reasons why this wellintentioned idea is not practical— the same rea
sons that aborted the earlier proposal. They are:
• State societies, individually and in regional
groupings, are now providing opportunities for
specialists to meet and discuss relevant problems.
The Institute might help advance this operation
through the efforts of its various national com
mittees to provide useful material and ideas.
The New York State Society, for example,
provides technical meetings on a statewide and
chapter basis on various accounting, tax, estate
planning, SEC reporting, management advisory
services and other specialized areas.

In view of this facility, why should the men
so involved spend extra time and money in trav
eling, say, to Denver, New Orleans or other dis
tant points for a similar session?
• It may be argued that some state society
memberships are too small to provide such facili
ties. Such societies join in regional groups to ob
tain the desired benefits. Their efforts could be
aided by, but need not be replaced by, the In
stitute.
• The national convocations of professionals
probably will not draw a larger attendance, prob
ably much smaller, than the aggregate of state
society efforts in the same areas.
• The Institute now is bringing many mem
bers together in segments through its profes
sional development courses.
• The annual AICPA meeting could be limited
to administrative matters largely, such as the
election of officers and directors, annual reports
by major staff and committee heads, summary of
Council proceedings, a review of major national
problems of the profession, finance, and others.
Some socialization, of course, is desirable to
brighten the occasion.
No new reasons have been advanced for res
urrecting the 1962 idea.

Study of staff turnover to begin in fall

logical examinations and questioned about job
expectations. The students’ subsequent careers
will be followed, tentatively for three years, to
determine the correlation among observed char
acteristics, expectations and actual experiences
in public accounting.
Objectives of the research, besides the determi
nation of causes for turnover in public account
ing, include ( 1) developing techniques to predict
which individuals are likely to leave public ac
counting, (2 ) determining why accounting stu
dents select one firm over others and (3 )
examining the personality and vocational inter
est differences within the sample in terms of other
characteristics such as age, education and job
satisfaction.

A four-year investigation of the sources of
professional staff turnover in public accounting
firms will begin this fall. The study is being
financially supported by the Institute and ten
CPA firms but will be independently conducted
by three university professors — John Grant
Rhode, CPA, of the University of Washington,
Edward E. Lawler III, an industrial psychologist
from Yale, and James E. Sorensen, CPA, of the
University of Denver. A commission has been
formed to advise the researchers.
The initial study sample will include 800 un
dergraduate seniors and 200 M.B.A. candidates.
During the first year of the study, participants
will be given several achievement and psycho

Max Block, Managing Editor
The New York C PA

New York State Society of CPAs

8

AICPA forms new management advisory services division
In recognition of the increasing importance of
management advisory services in the practice of
public accounting, the Institute on July 1 organ
ized its MAS activities as a separate division.
This action also serves to emphasize the contri
bution of the Institute’s committees in this area.
The new division is organized along the same
lines as the divisions of federal taxation and pro
fessional ethics. There is an executive committee
of the division of management advisory services,

Charter Flight Canceled
The post-annual meeting charter flight
to Europe offered to AICPA members
and their families, which was announced
in the April issue of The CPA, had to be
canceled because of lack of interest.
Only 160 reservations of the required
250 were received by the deadline.
However, the luxury tour of the British
Isles and the Continent, similar to former
AICPA post-annual meeting trips, is still
available.
Departure for the 22-day tour will be
from JFK International Airport on Sep
tember 23 with arrival in London on
Thursday, September 24. Members on
tour will visit London, Dublin, Edinburgh,
Copenhagen, Hamburg, Berlin and Paris.
There will be conducted tours in each
city and continental breakfasts every
morning at each hotel. In Copenhagen
and Paris tour members will receive ta
ble d’hote dinners. There will be ample
free time in each city. The return on Oc
tober 14 will be from Paris to JFK.
Cost is $899 per person and includes
round-trip air transportation, hotel ac
commodations, meals, as mentioned,
sightseeing with English-speaking guides,
transfers and tips. Reservations must be
paid in full no later than August 24.
Members interested should contact Lin
coln T. Miller, Director, Travel-Time, Inc.,
1660 L Street, N.W., Washington, D.C.
20036.

which is the committee that was granted senior
status by Council (see the June CPA, p. 1).
Also included in the division are a number of
constituent committees, which may be changed
from time to time. Initially, it is contemplated
that the constituent committees will be those on
( 1) data processing, (2 ) ecology, (3 ) relations
with management consulting groups, (4 ) MAS
education, (5 ) publication and information,
(6 ) standards and (7 ) technical studies.
Edmund S. Boe, who has been serving as man
ager of special projects in the technical services
division, was named director of the new divi
sion. He is a graduate of Columbia University
and holds an M.B.A. degree from the Bernard M.
Baruch College of the City University of New
York. His experience includes periods of em
ployment with Peat, Marwick, Mitchell & Co.
and the New York Stock Exchange.

Accounting educator is named outstanding
teacher on campus
Wilton T. Anderson, head of the Department
of Accounting at Oklahoma State University in
Stillwater, was recently selected by the alumni
association as the outstanding teacher on the
university campus for the past school year. He
was also named the outstanding teacher in the
OSU College of Business Administration for
1970, an honor he had received in 1963 and
again in 1969.
In addition to supervising all the course work
of his department, Dr. Anderson teaches two 3hour courses in basic accounting each semester
because, according to a university spokesman,
"he wants to start off all the business students
with a solid foundation in accounting.”
Before joining the OSU faculty in 1960, Dr.
Anderson was director of education of the Amer
ican Institute, where he supervised the prepara
tion and grading of the Uniform CPA Examina
tion. He has served on the AICPA committee on
relations with universities and on several Amer
ican Accounting Association committees, and in
1967 was president of Beta Alpha Psi," the na
tional accounting fraternity.
He is coauthor of Accounting: Basic Financial,
Cost and Control Concepts, and was editor of the
Education and Professional Training department
of The Journal of Accountancy for several years.
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Annual meeting program features economist and urbanologist ( from page 1)

the Graduate School of Business at Stanford
University.
If time permits, the panel and the speakers will
answer written questions submitted in advance
of the session or during the intermission.
A session on "The Challenge of Setting Ac
counting Principles” will be held on Tuesday
morning. APB Chairman LeRoy Layton, APB
member Oral Luper, past Institute presidents
Clifford V. Heimbucher and Robert M. True
blood, and AICPA Executive Vice President
Leonard M. Savoie will examine the process by
which accounting principles are established.
Edwin S. Cohen, Assistant Secretary of the
Treasury for Tax Policy, will join Kenneth
Reames, Kenneth Sanden and Don Summa,
members of President Nixon’s task force on busi
ness taxation, for the session devoted to "Taxes
for Tomorrow’s Tasks,” also to be held on Tues
day morning. They will review some of the work
done by the group and will speculate on future
prospects.
"Management Advisory Services in the 1970’s,”
a Tuesday afternoon session, will explore the
role and organization of management advisory
services to meet changing dimensions of client
needs.
The question of displacement will be reviewed
at the other Tuesday afternoon session, "When

Clients Go Public: The Place of the Local
Firms.” Taking part in the session will be presi
dent-nominee Marshall S. Armstrong, chairman
of the AICPA special committee to study dis
placements; Andrew Barr, Chief Accountant of
the SEC; Roger Cortesi, of Thomson, McKinnon
& Auchincloss, Inc., a national firm of underwrit
ers; and John W . Hoyt, the 1970-71 chairman
of the AICPA displacement committee.
The last two sessions will be held on Wednes
day morning. Former AICPA Administrative
Vice President John L. Carey, 1969-70 visiting
professor of accounting at the University of Illi
nois, will introduce five graduate students from
the university in a session devoted to how "Col
lege Students View the Profession.” Presenting
fresh viewpoints on questions of concern to the
profession they have chosen will be John Graham,
William Mason, John Graves, Emmett Day and
Colin Brummet. "New Directions in Internal
Control” will explore recent developments in the
business community and the profession and their
relation to the auditor’s evaluation of internal
control.
Technical session admission tickets—$15 per
person, good for all sessions— may be purchased
in advance or at the registration desk in the
Waldorf-Astoria starting Friday, September 18
(see program highlights insert in the June CPA) .

Administrator appointed h r professional liability insurance program
The Institute announces the appointment of
Johnson & Higgins as the administrator of the
AICPA accountants’ professional liability insur
ance program that was initiated on April 1,
1969. The new administrator has had consider
able experience with association programs served
through its network of offices throughout the
United States.
Charles H. Hayes, Jr., whose efforts were
instrumental in the original placement of the pri
mary and excess insurances, is now a vice presi
dent of Johnson & Higgins. Thus, members will
continue to have the benefit of his understand
ing of their needs that he gained in working with
the committee on accountants’ legal liability dur
ing the development of the program, as well as

his experience in the placement and continuation
of the kind of coverage CPAs need with leading
insurance companies.
The program now covers a large segment of
the profession in virtually every state. Institute
and state society members may purchase primary
insurance with limits of $250,000 for each oc
currence and $500,000 annual aggregate or
$500,000/1,000,000 from American Home As
surance Company as well as $1,000,000 annual
aggregate excess over $500,000/1,000,000 from
Federal Insurance Company.
Inquiries should be directed to the American
Institute of CPAs' headquarters or Johnson &
Higgins, 95 W all Street, New York, New York
10005.

TO

A year in review (from page 2 )
professional schools of accounting or otherwise.
Many letters have come in urging the establish
ment of professional schools— even though there
may be difficulties and complications. The impor
tant thing is that attention must be given to the
problem because we are losing ground. Plans are
under way for the appointment of a joint com
mittee of Institute representatives and educators
to undertake this essential task.
Finally, in the May issue of The CPA, a longrange objective was outlined— a national CPA
certificate issued by the Institute with licenses
to practice issued by the state boards of account
ancy. This has already generated a surprising
amount of support— letters, phone calls, conver
sations at conventions, meetings of state board
members. William Bowen, president of the Na
tional Association of State Boards of Account
ancy, also indicated support for the idea at the
spring Council meeting. It seems likely that a
joint committee of Institute and NASBA mem
bers will be appointed to tackle the project.
During my term in office, I have been encour
aged by the work of many dedicated members
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The CPA is the membership bulletin of the Ameri
can Institute of Certified Public Accountants, Inc.
666 FIFTH AVENUE, NEW YORK, N. Y. 10019

and impressed by the force and vitality of our
organization.
In the last paragraph of the second volume of
his history, John Carey has written: "The ac
counting profession, when viewed in the per
spective of the 80-odd years since its beginnings
in this country, appears as a body of men pos
sessed of amazing vitality, an extraordinary
capacity for self-criticism, an ability to act effec
tively on many broad fronts, and a determination
to render constructive service to the society of
which they are a part.”
If we live up to that description, we can keep
up the profession’s progress.

Membership cards— by request only
The Institute will send a membership card
to any member who requests one in writ
ing. Otherwise, cards are not supplied.
The 2" x 4" blue cards carry the seal of
the AICPA and state that the bearer is
a member in good standing for the fiscal
year September 1, 1970— August 31,
1971.

SEPTEMBER 1970

Council election returns are announced
The returns are in, the ballots counted and the results certified for the first
direct election of Council members held under the new bylaws. Of the 63,496
ballots mailed, a total of 30,729 were received by the deadline, Friday, August
7. Members in 38 jurisdictions, ranging in size from 9 AICPA members (in the
Virgin Islands) to over 9,000 members (in New Y ork), cast their votes.
The percentage of the membership voting varied from a low of 33 per cent
for the Virgin Islands to a high of 75 per cent for North Dakota.
Independent nominations were made in 5 states, and write-in votes were
cast in 35. In three states (Connecticut, Indiana and Montana) the independ
ently nominated candidates won. In the remaining states, the winners were
those candidates nominated by the AICPA committee on nominations (see
the April 1970 CPA, pp. 4-5).
For a complete list of the newly elected members of Council, see page 4.

New York Mayor Lindsay to speak at annualmeeting
At the AICPA annual meeting in New York City this month, John V. Lindsay,
Mayor of New York, will be the guest speaker at the luncheon on Tuesday,
September 22, at the Waldorf-Astoria.
On that same date Thomas P. F. Hoving, Director of the Metropolitan
Museum of Art and former New York City Parks Commissioner, will address
the ladies at their luncheon at the Tavern-on-the-Green. Eric Sevareid, CBS
national correspondent, will be the guest speaker at the Wednesday luncheon.
Details of the annual meeting sessions appeared in the July-August CPA,
and the June issue gave program highlights and registration information.

Generalized computer audit program is now available to members
The Institute has completed arrangements to make available to members of
the profession a generalized computer audit program known as AUDASSIST.
This program enables practitioners, including those whose data processing
experience is limited, to use the computer to assist in auditing EDP records.
AUDASSIST provides the capability to retrieve the required data from the
client’s files, maintained in any machine readable form, and to perform
such functions as aging, confirming,
( continued on page 4)
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AICPA publications available
On the list of books published by the Institute
over the summer is part two of the two-volume
history of the profession by former AICPA Ad
ministrative Vice President John L. Carey. An
order form for The Rise of the Accounting Pro

fession: To Responsibility and Authority, 19371969 appeared in the July-August CPA ; discount
price to members is $8.
In addition to Computing Earnings Per Share:
Unofficial Accounting Interpretations o f APB
Opinion No. 15 and Selected Studies in Modern
Accounting, 1970 edition (a collection of articles
from past issues of The Journal of Accountancy) ,
both of which are described in the insert in this
issue of The CPA, the following are some of the
new titles available from the AICPA order de
partment:
• "Information for CPA Candidates,” a revision
of the 1968 booklet of the same name. The 1970
version contains the recommendations of the
committee to study the content of the CPA ex
amination and the current policies of the Board
of Examiners. The purpose of the 50-page book
let is to help prepare candidates for the CPA
examination. The four chapters include an expla
nation of the purpose and scope of and general
preparation required for the examination, some
thoughts for the CPA candidate prepared by the
former AICPA director of examinations, and an
explanation of the work of the state boards of
accountancy, which also covers some of the fea
tures of state laws and board regulations. The
appendix to the booklet reproduces the General
Instructions and Suggestions to the Candidate
sections of the examination. The first copy is
free on request; additional copies are $.50 each.
• "Lawyers and Certified Public Accountants:
A Study of Interprofessional Relations,” a state
ment prepared by the members of the National
Conference of Lawyers and CPAs. The 19-page
brochure is published jointly by the AICPA and
the American Bar Association as part of the
National Conference’s continuous efforts to pro
mote cooperation between the two professional

Editor: Barbara J. Shildneck
Production Assistant: Carol I. Altschiller

groups. The objective of the publication, which
appeared concurrently in the August issues of
The Journal of Accountancy and the ABA Jour
nal, is to tell lawyers about the professional
responsibilities of CPAs and to tell CPAs about
the professional responsibilities of lawyers. One
copy is free on request; additional copies are
$1 each.
• Uniform CPA Examination Questions and
Unofficial Answers — May 6-8, 1970, a supple
ment to The Journal o f Accountancy. The book
let presents the text of the May 1970 CPA exam
ination and the unofficial answers and study
references for the exam. Each copy is $.75. Mem
bers may arrange to receive these semiannual
supplements on a subscription basis at $1.50
per year.

Campaign treasurers handbook
available

The committee on state legislation has
compiled a handbook for treasurers of
election campaigns. The handbook is a
guide for planning and implementing the
treasurer's function.
By virtue of his training and profession,
the CPA is well qualified to act as treas
urer for an election campaign. The hand
book was prepared with AICPA and
state society members in mind, but it can
also be used by non-CPAs. The commit
tee is encouraging wide use of the guide.
The handbook gives information on state
laws governing contributions and ex
penditures and the appointment of a
campaign treasurer and campaign de
pository; it includes sample forms for a
treasurer’s use.
Copies of the handbook may be or
dered, free of charge, from the State
Society Relations Department, AICPA,
666 Fifth Avenue, New York, New York
10019.

The CPA, September 1970. Published monthly, except JulyAugust when bimonthly, for membership of the AICPA, Inc.
Vol. 50, No. 8. Publication and editorial office: 666 Fifth
Ave., New York, N. Y. 10019. Second-class postage paid at
New York, N. Y.
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Illinois surveys its CPAs in industry, education and government
Several features of a selected group of CPAs
emerged recently as the result of a survey made
in 1969 by the Committee for Members in Indus
try, Education and Government of the Illinois
CPA Society. The survey, which had a 62% re
sponse (982 out of the 1,588 surveyed), covered
salaries, job titles, age, education and experience
of those members of the Illinois Society who are
not in public practice.
A few highlights of the nine-page study, en
titled "A Profile of the CPA in Industry, Educa
tion and Government,” follow:
• The median annual compensation of the
responding CPAs was in the area of $20,000; the
average was around $23,500.
• Of those earning $20,001-$25,000 per year,
58% held bachelor’s degrees, 19.3% had mas
ter’s degrees and 7.4% had received Ph.D. and/
or law degrees.
• Under age 36, the lack of a degree was rare
( 3 .3 % ) for the responding Illinois CPAs. Of
this age group, only 34.6% earned below
$15,000.
• Sixty per cent of the respondents in the 5155 age group earned over $25,000 per year,
whereas 17% of the 31-35 age group were in
the same compensation range. The table giving
annual compensation by age shows that income
increases with age.
• The highest paid CPAs who were not com
pany officers were in the EDP field; 40% of this
group earned over $25,000 per year. Regarding
the future, 80% of this group expected to be
come officers within five years (president, for
30% of them) while only 69% of the other
groups of non-officers expected to attain the offi
cer level (with 5% expecting the presidency).
The summary also includes a comparison of
the 1969 findings with the results of a similar
survey made five years before. In brief, the com
parison shows:
• The median annual salary of CPAs who are
not in public practice has moved up approxi
mately $6,000.
• The percentage of CPAs without college de
grees has decreased from 19% to 11% and the
percentage of CPAs with advanced degrees has
increased from 25% to 29 % .
• The median age has declined— in the earlier
survey 50% of the respondents were under age

41; in the 1969 survey, 53.8% were under 41.
There is a wealth of material to be extracted
by those CPAs interested in the study. The Chi
cago firm of International Data Sciences Corpo
ration processed and tabulated all the useful
information from the questionnaires. The results
are shown in ten tables which break down com
pensation by age, by education, and by job titles,
among other categories. The report was pre
pared by members of the Illinois Society commit
tee— William Culkin, Robert Cox and Myron
Hass— under the chairmanship of William D.
Hawes and Robert S. Siegel.
Institute members may obtain one copy of the
summary free upon request by writing the Publi
cations Division, American Institute of CPAs,
666 Fifth Avenue, New York, N. Y . 10019. The
text of the report is also on file in the Institute
library.

A reader writes on professional education
I applaud President Kessler’s April 1970 CPA
column.
The direction of collegiate accounting educa
tion has been magnifying the problem of span
ning the gap between campus and practice in the
large local firm in which I am a partner. Based
on my understanding of the increasing in-house
training programs of national firms, our experi
ence is not unique in the profession.
Our profession has too long been silent and
we cannot fault the educators for our present
plight. Educators will not establish professional
schools of accounting unless we articulate the
need and work with them to establish the cur
riculum mix that will best serve that need.
W e cannot sell liberal education short. But
neither can we ignore the rapidly growing body
of specialized knowledge needed to embark upon
a professional career in the public accounting
field.
I cast one very strong vote in favor of profes
sional schools of accountancy and a return of a
greater share of the present postgraduate transi
tional education to the campus, where it belongs
and where the entire profession can benefit.
James W. Thokey, CPA
Bourgeois, Bennett, Thokey & Hickey
New Orleans
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AICPA COUNCIL ELECTION RETURNS

State

Elected Council
Member

John M . Johnson
Nolan E. Williams
Charles Cringle
M ark D. Larkin
James W . Leisner
Gordon T. Stine
Sam Butler
Colo.
Conn.
G eorge J. Now ak
Harry E. Hurst
Fla.
Arthur L Shealy, Jr.
A. W a ld o Sowell, Jr.
G a.
Garret S. Hokada
Hawaii
Robert F. Dickey
Ill.
Russ Hughes
Robert C. Sassetti
Joseph D. Sharp
Ind.
Frank M . Carter
Me.
Robert D. Faw
M d.
Joseph Perroncello
Mass.
Mich.
William C. Rescorla
Albert P. Teetzel
John J. O'Connell, Jr.
Minn.
Henry J. Lunnemann
Mo.
Mont.
Henry O. Jordahl
Neb.
Verne R. Moseman
Lowell C. Bernard
Nev.
David A. Sheldon
N. H.
Robert J. Boutillier
N .J.
Louis A. Chismar
* One-Year Term
Alas.
Ark.
Calif.

Per Cent of
Membership
Voting
68
67
49

State
N. M.
N .Y .

60
61
46
55
63
43

61
56
47
41
52
53
55
74
63
60
65
43

AUDASSIST ( from page 1)

sampling, stratification and calculation.
A prerequisite for use of this program is at
tendance at an AICPA AUDASSIST training
program. The first of these three-and-a-half-day
programs will be offered by the Institute October
5-8, 1970, at Oxford House, Chicago, Illinois.
Attendance can be arranged through the Insti
tute’s professional development division. The
fee for this course is $300.
AUDASSIST centralized processing will be
performed by the developer of the system, a na
tional CPA firm, based on the client data sub
mitted by the practitioner. This organization will
also maintain and service the system. Billing,
to be handled by the Institute, will be based on
actual computer time required to process data.
The Institute, although it does not guarantee
or endorse AUDASSIST, believes that AUD

N. D.
O hio
Okla.
Pa.
S .C .
S. D.
Tenn.
Texas

Vt.
Va.
V. I.
W ash.
W . Va.
W is.
W yo.

Elected Council
Member
Norval W ayne Hunton
Reed L. Colegrove
Peter Elder
Harold S. G e lb
W allace B. Greene
Richard S. Helstein
Alexander S. Loy
Emanuel Saxe
Bernard Barnett*
Erven H. W eber
W illiam A. Jacoby
Carl A. Johnson
Reavis M. Page
Irwin Dubin
G eorge H. M cG re gor
Howard C. Levi
Joe Kraft
Curtis L. Frazier
Robert E. Knox, Jr.
Glenn A. Welsch
Edwin E. Merriman*
N e al Y. R. Sheffield*
Laforrest H. Thompson
C. Foster Jennings
Rudulph Ellis
Robert W . Ash
Douglas H. Tanner
Frans G . Larson
Michael G. Hawkins

Per Cent of
Membership
Voting
55
39

75
51
58
48
63
68
50
45

54
52
33
55
69
57
66

ASSIST is a proven generalized computer audit
program and one which can be made available
to the profession at the present time. In the fu
ture, improved versions of AUDASSIST and/or
other generalized audit packages may be made
available to the profession, as was training in
AUDITAPE in the past.
The developer has made the AUDASSIST
program available to the profession on a non
royalty basis.
The Institute points out that the use of general
ized audit programs such as AUDASSIST does
not relieve the practitioner of the responsibility
for investigating internal control practices or
performing the other normal audit functions at
his client’s installation.
Further information about the program may
be obtained from Robert E. Schlosser, director
of the AICPA professional development division.

A guide to understanding and applying an important APB Opinion

Computing Earnings per Share:
Unofficial Accounting Interpretations
of APB Opinion No. 15
By J. T. BALL, CPA
Research Associate for Accounting Interpretations, AICPA
Because of its inherent importance and complexity, APB Opinion No.
15: Earnings per Share has provoked much discussion and questioning
within the accounting and financial communities.

Computing Earnings per Share— the result of extensive AICPA staff
research— has been specially prepared to explain and interpret the com
plex provisions of this critically important Opinion.
These unofficial accounting interpretations are not binding on Institute
members. They do, however, reflect informed consideration of the situa
tions posed and express what the Institute believes to be preferred
practices for computing earnings per share under the Opinion. The book
should therefore be of immense help to every CPA who may be concerned
with any aspect of this subject.
The first part of Computing Earnings per Share provides a useful
summary of the provisions and underlying concepts of the Opinion. This
is followed by the practical interpretations and illustrations which answer
101 questions that have been most frequently asked by working account
ants. Their coverage includes Definitional Interpretations. . . Applicability
of the Opinion. . . Earnings per Share Presentation. . . Computing Earn
ings per Share . . . Convertible Securities . . . Options and Warrants . . .
Two-Class Common Sto ck .. . . Contingently Issuable Securities . . . Elec
tion to Classify Outstanding Securities . . . and Disclosure.
In addition, the guide includes a section of informational and compu
tational exhibits and the full text of APB Opinion No. 15 itself. It also
offers a valuable cross-reference table which will enable you to locate
every interpretation relating to a specific Opinion paragraph or— con
versely— to find every Opinion paragraph that has a bearing on a particu
lar interpretation. 189 pages. $3.50 list.
DISCOUNT PRICE TO AICPA MEMBERS $2.80

ARA NOTE— Members of the Accounting Research Association will
automatically receive one free copy of above book per office. ARA
members may order additional copies at a 40 percent discount off list price.
(Quantity discounts do not apply on such orders.)

See reverse side for typical questions answered in this volume.

COMPUTING EARNINGS PER SHARE:
Unofficial Accounting Interpretations of APB Opinion No. 15
Provides quick and useful answers — with illustrations — to such
frequently asked questions as these:
What are common stock equivalents?
When is dual presentation required?
Which securities enter into primary earnings per share computations?
Which securities enter into fully diluted earnings per share computations?
How is the 3% materiality test applied?
How is net loss per share computed and reported?
What captions should be used in earnings per share presentations?
How is the if converted method applied?
How is the treasury stock method applied?
What if options and warrants are outstanding only part of a period?
How is EPS computed for interim financial statements?
When are anti-dilutive options and warrants included in EPS
computations?
How do two-class and participating securities enter into EPS
computations?
How do contingently issuable shares affect EPS computations?
What disclosures are required by the Opinion?

AICPA M EMBER DISCOUNT ORDER FORM
AM ERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
666 FIFTH AVENUE, NEW YORK, N. Y. 10019

Gentlemen: Please send, postpaid, ..... ..................copies of C o m p u tin g
E arnings p e r Sh a r e : Unofficial Accounting Interpretations o f APB

Opinion No. 15 (0285) at the AICPA member discount price of $2.80.
Payment is enclosed.
MEMBER’S N A M E___________________________________________________________

(if part of mailing address)
ADDRESS ____________________________________________________________________
C IT Y _______________________________ STATE_____________________ ZIP.......
(Please add 6 percent sales tax in New York City. Elsewhere in
New York State, add 3 percent tax plus local tax if applicable.)

Announcing our annual collection of rewarding articles
selected from The Journal ofAccountancy—

Selected Studies
in Modern Accounting
1970 Edition
The specialized knowledge and diversified skills needed by today’s
CPAs continue to grow at a remarkable rate. This growth is clearly re
flected month after month in the pages of The Journal o f Accountancy.
Some of the more striking examples of the accountant’s expanding
responsibilities (and opportunities) are contained in the latest edition of
S e l e c t e d S tu d i e s I n M o d e r n A c c o u n t i n g — a special collection of
outstanding articles that have appeared in The Journal during the past
18 months. These articles offer thoughtful analyses of current professional
problems and provide a wealth of practical information and advice on
important aspects of accounting, auditing, management services and
practice management.
S e l e c t e d S tu d ie s In M o d e r n A c c o u n t i n g has been prepared pri
marily to introduce new readers to The Journal o f Accountancy. Like
earlier editions, however, the book is sure to interest readers of long
standing. It offers you a convenient means of catching up with articles
you may have missed and of reviewing material that is well worth re
reading and studying. 96 pages. $2.75 list.

DISCOUNT PRICE TO AICPA MEMBERS $2.20

AICPA MEMBER DISCOUNT ORDER FORM
AM ERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
666 FIFTH AVENUE, NEW YORK, N. Y. 10019

Gentlemen: Please send, postpaid,.................. copies of S e l e c t e d S tu d ie s
in M o d e r n A c c o u n t i n g (0540/ 70) at the AICPA member discount
price of $2.20. Payment is enclosed.
MEMBER’S N A M E___________________________________________________________

(if part of mailing address)
ADDRESS ____________________________________________________________________
C IT Y _______________________________ STATE_____________________ ZIP_________
(Please add 6 percent sales tax in New York City. Elsewhere in
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Selected Studies in Modem Accounting presents
13 outstanding articles from past Journal issues—
Accounting and Financial Reporting in the Seventies
Sidney Davidson. Predicts the nature and role of financial accounting in this
decade— based on an analysis of the changes begun in the Sixties.
Some Thoughts on Substantial Authoritative Support
Marshall S. Armstrong. Offers advice to CPAs seeking support for principles
and practices about which they may be in doubt.
Growth by Merger and Acquisition
Louis H. Pilié. Raises necessary questions and suggests helpful answers for
the CPA whose client is considering a merger.
Alternative Costing Methods for Reporting and Pricing Purposes
Thomas S. Dudick. A reasoned plea for using both direct and absorption cost
ing methods in order to make the results more useful.
Effective Communication of Financial Data
Rudolph J. Bergwerk. Contends that the usefulness of a management report
rests on its value for decision-making and suggests data presentation in the form
of graphs and highlights.
Cost Effectiveness Analysis: Implications for Accountants
Barry G. King. Outlines the framework for cost-effectiveness analysis— an
approach for dealing with non-profit objectives.
The Achilles Heel of Retailing: Accounts Payable
E. A. Weinstein. Presents useful solutions for replacing accounts-payable tur
moil with improved systems and internal controls.
Evaluating Internal Control in ED P Audits
Richard C. John and Thomas J. Nissen. Discusses the three major areas of
internal control that should be evaluated and explains the various methods of
auditing a computer.
Computer Project Selection in the Business Enterprise
M. H. Schwartz. Stresses the accountant’s role in computer project selection and
shows how it should be defined and documented.
A Review of Selected Claims Against CPAs
Virginia Hicks Bakay. Offers a review of the common and costly errors that a
practitioner should studiously avoid.
Accounting Records for Interperiod Tax Adjustments
Allen Finkenaur. Provides a self-balancing record system as a reliable aid in
accounting for deferred taxes.
The Use of the Installment Tax Method for Revolving Accounts
D. Larry Crumbley and Joseph M. Crews. Shows how to convert from accrual
to installment tax method without the pitfalls.
Profit-Sharing Plans for Closely Held Corporations
Jean F. Messer and Keith H. Burdick. Presents a case study of a profit-sharing
plan which is “more flexible than a pension.”

See reverse side for discount order form.
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Tax division to publish three Tax Responsibilities Statements
On August 11 the executive committee of the
Institute’s division of federal taxation approved
for publication three Statements in its series on
Responsibilities in Tax Practice. The Statements
deal with "Knowledge of Error — Administra
tive Proceedings,” "Knowledge of Error—Re
turn Preparation” and "Advice to Clients.”
Brief summaries of the Statements follow:
• "Knowledge of Error— Administrative Pro
ceedings” turns on the situation where a CPA is
"representing a client in an administrative pro
ceeding in respect of a return in which there is
an error [including an omission] known to the
CPA that has resulted or may result in a material
understatement of tax liability.” The Statement
provides that the CPA "should request the
client’s agreement to disclose the error to the In
ternal Revenue Service. Lacking such agreement,
the CPA may be under a duty to withdraw from
the engagement.” The Statement also discusses
the CPA as advocate for his client, the CPA’s
confidential relationship with his client, and the
concept of materiality.
• "Knowledge of Error — Return Prepara
tion” states that when a CPA learns of an error
in a client’s previously filed federal tax return—
or of the client’s failure to file a required federal
return—he should advise his client promptly of
the fact and of the measures to be taken. His
advice may be given orally or in writing. If the
client does not correct the error and if the CPA
decides to prepare the current year’s return, "the
CPA should take reasonable steps to assure him
self that the error is not repeated. Furthermore,
inconsistent double deductions, carryovers and
similar items associated with the uncorrected
prior error should not be allowed to reduce the
tax liability for the current year except as spe
cifically permitted by the Internal Revenue Code,
regulations, Internal Revenue pronouncements
and court decisions.”
• "Advice to Clients” discusses the factors the
CPA should consider in deciding on the form and
content of the tax advice he provides his clients.
Such advice may be oral but the Statement recom
mends "written communications . . . in important,
unusual or complicated transactions. . . . A writ
ten record will limit misunderstandings and pro
vide a basis for future discussions, reference,
planning and implementation of suggestions.” In

following up on advice, "the CPA may communi
cate with his client when subsequent develop
ments affect advice previously provided with re
spect to significant matters. However, he cannot
be expected to have assumed responsibility for
initiating such communication except while he
is assisting a client in implementing procedures
or plans associated with the advice provided. Of
course, the CPA may undertake this obligation
by specific agreement with his client.”
The full texts of the three new Statements will
be published in a forthcoming issue of The Jour
nal of Accountancy. One copy of each Statement
will be sent free to members. Additional copies
may be obtained for $.75 by writing the order
department at AICPA headquarters.

May CPA examination sets new records
Continuing a trend of the last three years, the
May 1970 Uniform CPA Examination set new
highs for a May examination both in the number
of candidates and in the number of papers writ
ten. There were 21,380 candidates taking the
examination and 77,101 papers. The previous
records, which were set by the May 1969 exam
ination, totaled 17,958 candidates and 64,128
papers. The amount of increase is more than
double that of the two previous years.

International congress speakers are chosen
Speakers and topics have been selected for the
plenary sessions of the Tenth International Con
gress of Accountants, to be held in Sydney, Aus
tralia, in October 1972. They are as follows:
• "The Ascertainment of Periodic Financial
Results,” Dudley Stewart, Montreal.
• "Bases of Accounting Other Than Histori
cal Cost,” W . van Bruinessen, Amsterdam.
• "Principles and Problems in Consolida
tion,” D. D. Rae Smith, London.
• "The Audit Report,” John B. Studdy, Syd
ney.
• "Information for Proprietors and Others,”
Robert M. Trueblood, Chicago.
• "Information for Management,” Krafft von
der Tann, Munich.
See the June CPA (page 6) for other informa
tion about the meeting.
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Compendium of ethics questions and answers is published
A compilation of questions and answers on
ethical problems— some of which have been
printed in The CPA in past years— has just been
published by the American Institute. Entitled
Summaries of Ethics Rulings, the 200-page book
contains general condensations of the specific
responses made by committees of the Institute’s
ethics division to inquiries from practitioners
regarding the application of the Code of Profes
sional Ethics and the numbered opinions.
Described in the Foreword as "probably the
first book of its kind,” it was prepared with the
authorization of the division of professional
ethics by the AICPA staff in response to many
requests for a greater exposure of committee
rulings in individual inquiries. The table of con
tents lists the subjects covered as: relations with
clients and public (independence, confidential
relationship, contingent fees) ; technical stand
ards (auditing and reporting); promotional
practices (advertising, solicitation, commissions
[fee-sharing]) ; operating practices (incompat
ible occupations, form of practice, data process
ing) ; relations with fellow members (encroach
ment) ; and general. The book also reproduces
the Code and opinions and has an index.
Ethics Division Director Donald J. Schneeman
writes in the Foreword that the Q&A’s in the
book should be considered as guides only and
should not be taken as the official position of the
division. If members are unable to find authori
tative information on specific ethical points, they
are urged to communicate directly with the divi
sion.
The book may be obtained by writing the order
department at AICPA headquarters.
The following Q&A’s on independence are
taken directly from the book.
Retired partner as director

Q. James Doe, a partner in John Doe & Co.,
has withdrawn from the firm after an associa
tion of several years and has become an officer
and director of several corporations audited by
John Doe & Co. James Doe proposes to main
tain an office in the suite occupied by the firm,
to receive phone calls through the firm’s switch
board and to perform services for the firm for
which he would be compensated on an hourly

basis. Would these activities impair the firm’s
independence with respect to the clients in which
James Doe has an interest?
A. The proposed relationship would cause third

parties to feel that James Doe was still closely
associated with the firm. Accordingly, he is ad
vised to establish an office separate from that
of the accounting firm and to cease providing
accounting services on a consulting or hourly
basis for the firm, as long as the firm continues
to audit clients of which he is an officer and
director.
Financial interest in parent of client

Q. Partners of an accounting firm own 5,000
out of 300,000 shares of stock in Corporation A
or 1.67 per cent of the total issue, and one part
ner of the firm is a director and treasurer. Cor
poration A in turn owns 7.35 per cent of the
outstanding stock of Corporation B. Would the
firm be considered independent with respect to
Corporation B?
A. The firm would be considered to be lacking

in independence. Corporation A’s interest in
Corporation B is material and the investment of
the partners of the firm in Corporation A is
material with respect to the net worth of the
partnership and the partners individually. The
conclusion that independence is lacking is rein
forced by the fact that a partner of the account
ing firm is a director and treasurer of Corpora
tion A.
Auditor as director of bank's parent

Q. A partner of a firm is one of three directors
of a company having a 58 per cent interest in a
bank. May the firm express an opinion on finan
cial statements of the bank?
A. No. The fact that the directors may not have

taken an active part in the management of the
bank would not change this response since, ob
viously, they could do so if they desired.
Auditor's endorsement of school board
candidates

Q. A member who is independent auditor of
the accounts of a board of education sent a letter
to various voters in support of the re-election of
the incumbent board. Would this activity impair
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the auditor’s independence with respect to the
school board?

A. An open solicitation for the re-election of
the school board by the board’s auditor is an
indiscretion which could give rise to adverse
publicity and a challenge to the auditor’s inde
pendence. While it is desirable for a CPA to
become active in politics, his active support of
persons, some of whose activities he is review
ing, could easily be construed as imposing great
pressure on his objectivity.
Auditor as management consultant

Q. A member has provided extensive manage
ment advisory services for a client whose growth
problems required continual counseling. In that
connection, the member has attended board
meetings, prepared and interpreted financial
statements, forecasts and other analyses, coun
seled on potential expansion plans, and partici
pated in negotiations with bankers. Would these
associations with the client cause the member to
be considered as having "taken part in decision
making” as the term is used in Opinion No. 12?

A. The services described are those often per
formed by CPAs for small and/or growing
clients, and as long as the client is capable of

independently assessing the accountant’s advice,
and making his own decision with respect to
that advice, the CPA would not be considered to
be lacking in independence by virtue of his man
agement consulting activities.
Auditor as controller

Q. A partner of a firm which audits a city has
been asked to assume the title of city controller.
The controller’s responsibilities are to currently
audit all receipts and disbursements of municipal
funds and to report monthly thereon to the coun
cil. The office does not embrace the usual duties
of a controller and is limited to those of an in
ternal auditor. In addition, the controller makes
no management decisions. Would this relation
ship impair audit independence?

A. The title of city controller carries connota
tions of being a city official and the appearance
of independence in the eyes of outsiders would
be destroyed by this relationship. While the per
formance of the duties outlined under the city
charter may not impair independence in fact, the
charter appears to imply that the independent
auditor is required to check, among other things,
on the performance of the city controller and the
accountant for the city.

Ten years ago in The CPA
What happens when CPAs from one state
are stopped from practicing as CPAs in
another state? In many cases, they merely
practice as non-CPAs in the other state.
The public with which they deal finds
them to be highly competent and respon
sible. What is the result? The public
concludes that non-CPAs are good
enough....
Millions of stockholders, year in and year
out, get annual “certified” reports. But
certified by whom? Certified public ac
countants? Not so far as the stockholders
know. The certificate is by “independent
accountants.” These millions of people
can’t help but come to the conclusion that
if the largest companies in the country
don't use CPAs or don’t make any dis-

tinction between CPAs and non-CPAs,
there is no need for the stockholders, in
their own private or business affairs, to
do so either. . . .
What is the answer?... A solution is one
recommended by the Council of the Insti
tute in 1956 — free passage of CPAs
across state lines in response to the needs
of their clients.
Until we clear this up we are shutting our
selves off from one of the most compre
hensive, effective, and cost-free public
relations programs we can have. But
more than anything else, we are
thoroughly confusing the public. . . .
From the president, J. S. Seidman
The CPA, September 1960
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Commerce Department praises AICPA
program of assistance to minority enterprise
An official of the U.S. Department of Com
merce has described the Institute’s approach to
providing technical assistance to minority busi
nessmen as "the most complete and workable
involvement for professional groups which has
emerged so far.” Edward F. Shedlick, program
officer for the Office of Minority Business Enter
prise (O M BE), also stated that "the AICPA
program is a reasonable and workable method
of assisting minority entrepreneurs. It can surely
be adopted and adapted by other organizations.”
Mr. Shedlick’s appraisal came after Nancy
Myers, manager of AICPA state society relations,
had described the Institute’s program at a confer
ence of trade and professional associations spon
sored by the Commerce Department on June 30
in Washington, D. C. The purpose of the meet
ing was to emphasize the importance of minority
business development and the need to bring to
gether all sectors of the community and the na
tion to participate in these efforts.
Miss Myers made a slide presentation on the

the CPA.

activities of the committee on economic oppor
tunity, whose objectives are to encourage state
CPA societies to organize programs resulting in
assistance to minority business enterprise and job
opportunities for minority students. She told the
participants that 28 states have implemented
such programs. She also described the technical
assistance available through state CPA societies.
Representatives of the 20 national trade and
professional associations attending the conference
also heard about a trade association’s approach
to developing minority business opportunities
through the description of the Menswear Re
tailers of America’s program.
OMBE Director Abraham Venable, Under
Secretary of Commerce Rocco C. Siciliano and
OMBE Director of Community Services John
Jenkins discussed the importance, functions and
activities of OMBE.
OMBE Assistant Director Walter L. Sorg, who
earlier this year had called the AICPA program
"a model for other organizations to follow in
implementing similar programs,” also partici
pated in the meeting.
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AICPA 83rd annual meeting highlights
At the plenary session on the crises of the cities and the national economy,
"Priorities for the 1970’s,” which was held at the beginning of the Institute’s
83rd annual meeting in New York’s Waldorf-Astoria Hotel on September
20-23, urbanologist Dr. Paul Ylvisaker, Princeton University professor, told
AICPA members that CPAs "probably know more about society than do
doctors and lawyers” and "are in the confessional booth of business.” He ex
plained that while he is impressed with the profession’s attempts to "preserve
a place of integrity in the society,” he believes CPAs should raise their eyes
above the figures and should question purposes.
Other speakers at the meeting were economist Dr. Pierre A. Rinfret, presi
dent and chief executive officer of Rinfret-Boston Associates, Inc., New York
Mayor John V. Lindsay, Assistant Treasury Secretary for Tax Policy Edwin
S. Cohen, SEC Chief Accountant Andrew Barr, Metropolitan Museum of Art
Director Thomas P. F. Hoving and CBS National Correspondent Eric Sevareid.
Technical sessions covered "Taxes for Tomorrow’s Tasks,” "The Challenge
of Setting Accounting Principles,” "Management Advisory Services in the
Seventies,” "When Clients Go Public: The Place of the Local Firms,” "College
Students View the Profession” and "New Directions in Internal Control.”
The social program opened on Sunday, September 20, with a reception for
the 2,200 members and guests in attendance and ended on Tuesday evening
with a reception and banquet in the Grand Ballroom of the Waldorf, followed
by entertainment by Anita Bryant and The New Christy Minstrels and dancing
to the music of the Howard Lanin Orchestra.

Council elects Institute officers, discusses ethics restatement
At its meeting in New York on September 19, held in conjunction with the
Institute’s annual meeting, the AICPA Council elected Marshall Armstrong
as president. Ivan O. Bull, Donald T. Burns, LeRoy Layton and Harry E. Ward
were named vice presidents, and Walter E. Hanson was re-elected as treasurer.
Council discussed a proposed revision of the Code of Professional Ethics,
presented by Wallace E. Olson, chairman of the committee on code restatement.
The revision incorporates affirmative statements of principles— on independ
ence and competence and on the
( continued on page 3 )
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APB acts on fundamentals, equity accounting. marketable securities, long-term transactions
At its meeting in New York on September
9-11, the Accounting Principles Board exten
sively discussed the draft of proposed Statement
No. 4, "Basic Concepts and Accounting Prin
ciples Underlying Financial Statements of Busi
ness Enterprises.” It is expected that the Board
will consider a ballot draft of the revised State
ment at its October 21-23 meeting. If approved,
the Statement would be published in November.
The Statement is intended to provide practi
tioners with a better understanding of the broad
fundamentals of financial accounting and with a
basis for guiding future developments in this
area. It does not propose solutions to financial
accounting problems, but it does provide a frame
work within which such problems may be solved.
To these ends, the Statement discusses the
nature of financial accounting, the environmental
forces that influence it and the potential and
limitations of financial accounting; sets forth the
objectives of financial accounting and financial
statements; and identifies and describes present
generally accepted accounting principles.
In other areas, the Board:
• Decided to extend the use of the equity
method of accounting described in Opinion No.
10 in a proposed Opinion on long-term invest
ments in common stocks. The equity method
would apply to 50 per cent-owned companies,
corporate joint ventures, foreign subsidiaries,
parent-company-only statements presented as the
primary statements to stockholders, and certain
investments below 50 per cent in which a con
trolling interest is presumed. (For related inter
national developments on this subject, see the
October Journal of Accountancy [p. 12].) A
draft of the proposed Opinion will be considered
by the Board this month.
• Tentatively agreed that investments in read
ily marketable stocks which are carried as current
assets should be accounted for at market value
rather than at cost, with unrealized appreciation
or depreciation of value included in net income.
The Board plans to give high priority to the
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development of an Opinion on this subject and
to further study of accounting for investments.
•
Reached a tentative consensus that, in those
cases where a long-term receivable or payable
bears interest which is clearly below a reasonable
rate at the time of the transaction, or is noninterest-bearing, it should be discounted at an
appropriate rate. The Board’s objective is to re
flect the substance of these transactions by report
ing (1 ) the receivable or payable at an appro
priate principal amount and (2 ) the interest
income or expense at amounts determined by
applying a realistic interest rate.

Professional liability insurance
program is further defined
On a number of occasions in recent years, mem
bers of practice units having more than 50
partners and employees have requested the as
sistance of the Institute’s committee on account
ants’ legal liability in obtaining professional
indemnity coverage. In an effort to respond, the
committee obtained a tentative agreement with
underwriters for the issuance of policies, condi
tioned on the participation of a fair percentage
of eligible firms. However, a poll by the com
mittee, by use of a questionnaire, of firms thought
to have more than 50 partners and others to be
covered disclosed that very few would be willing
to subscribe under an Institute program. Accord
ingly, the committee has decided not to pursue
the matter further at this time.
As announced in the July-August issue of The
CPA, Johnson & Higgins has been appointed as
the administrator of the AICPA accountants’
professional liability insurance program. Al
though it has been decided that the committee
will not at this time institute a program for the
over-50 category, both primary and excess insur
ance may be obtained, on a review of individual
cases, by contacting Charles H. Hayes, Jr., vice
president of Johnson & Higgins, 95 W all Street,
New York, N. Y . 10005 (phone 212-944-3160).
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Ave., New York, N. Y. 10019. Second-class postage paid at
New York, N. Y.
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Tape cassettes offer in-depth analyses of the Tax Reform Act of 1969
Three tape cassettes that explain in detail the
most important provisions of the 1969 Tax Re
form Act have been released for presentation by
the Institute’s professional development division.
One objective of the series is to enhance the
practitioner’s understanding of the new law be
fore he becomes involved with 1970 tax return
preparation and with advising clients about yearend or long-range tax planning.
Tax Reform Act Cassette No. 1—prepared
especially for this series by CPAs Michael
Doyle of Alexander Grant & Co., in Atlanta, and
Howard Fleischman of S. D. Leidesdorf & Co.,
in New York— presents the effects of the Act
on ( 1) charitable contributions and exempt or
ganizations and (2 ) estate and trust planning.

Tax Reform Act Cassette No. 2—prepared
by the professional staff of Prentice-Hall, Inc.—
deals with how the Act affects (1 ) individuals
and (2 ) tax-sheltered investments.
Tax Reform Act Cassette No. 3— also pre
pared by the Prentice-Hall professional staff—
considers the Act’s impact on (1 ) corporations
and (2 ) employers and shareholders.
The price of each cassette is $12.50 ($10 to
AICPA members).
The PD division also has available on tape
cassette a general review of the 1969 Tax Reform
Act that was released earlier this year. This
cassette sells for $10 ($8 to members).
Further information may be obtained by writ
ing the PD division at AICPA headquarters.

Council meeting ( from page 1)

Financial communications seminar
to be held this month in Virginia

profession’s responsibilities to clients, col
leagues and the public. It also includes 14 basic
rules derived largely from the present code and
interpretive opinions. A draft of the restated code
will be widely exposed within the profession
before it is presented to Council for approval at
its meeting next spring.
Council also received a report from the Board
of Directors announcing its approval of the pres
ident’s appointment of Philip L. Defliese as
chairman of the Accounting Principles Board to
succeed LeRoy Layton on January 1, 1971.
Thomas L. Holton, chairman of the commit
tee on auditing procedure, reported on the status
of several committee projects. He indicated that
much of his committee’s work consists of up
dating and clarifying its earlier pronouncements
and stressed the point that more of the Insti
tute’s resources should be committed to advanc
ing auditing standards and their effectiveness.
Council approved amendment of the bylaws
of the American Institute Benevolent Fund, Inc.,
and of the American Institute of Certified Public
Accountants Foundation. The effect of the
changes is that members of the AICPA Board of
Directors, rather than members of Council, will
henceforth be members of the Fund and Founda
tion.
Additional details on the meeting will appear
in the November issue of The CPA.

Fifteen business editors and writers from
Middle Atlantic states are expected to attend a
seminar on financial communications to be held
October 21, as this issue of The CPA is going to
press. The second in a new series of regional
seminars, the meeting at the Crystal City Marriott
in Arlington, Virginia, is sponsored by the
AICPA in cooperation with the Virginia Society
of CPAs. The purpose of the seminars is to pro
vide an opportunity for financial writers to dis
cuss various aspects of corporate financial report
ing with prominent members of the accounting
profession and the financial community.
Marshall Armstrong, newly elected president
of the Institute, will serve as moderator of a
round table discussion in which the participants
will be: Andrew Barr, SEC chief accountant;
Marvin L. Stone, senior partner of Stone, Gray &
Company in Denver and a past AICPA presi
dent; Mortimer Fox, financial vice president of
the Schering Corporation; and Leonard M.
Savoie, executive vice president of the Institute.
Virginia State Society President James L.
Keeler will deliver the opening remarks. Other
CPAs attending the seminar will be Samuel A.
Derieux, former AICPA vice president; David
Ayres, chairman of the Virginia Society’s Public
Relations Committee; and Paul Lambert, Jr.,
former AICPA vice president.
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AICPA publishes SAP No. 43
The committee on auditing procedure
last month approved for publication
Statement on Auditing Procedure No.
43, “ Confirmation of Receivables and
Observation of Inventories," which re
vises the committee's former position on
extensions of auditing procedure and
supersedes relevant sections of SAP Nos.
33 and 36. The Statement provides ‘'ad
ditional guidelines for the independent
auditor in confirming receivables and
observing inventories” and modifies cer
tain existing reporting requirements.
Among other matters, the Statement:
• Requires follow-up on significant non
responses to positive confirmation re
quests.
• Indicates that it will always be neces
sary for the auditor to make, or ob
serve, some physical counts of the
inventory and to apply appropriate

tests of intervening transactions.
• Provides that when it is impossible or
impractical for the auditor to confirm
receivables or observe the taking of
physical inventories, he will no longer
be required to discuss the omission of
these procedures in the scope para
graph if he has satisfied himself by
other means.
• Provides that when the restriction of
confirmation of receivables or obser
vation of inventories is imposed by the
client, the auditor must disclose this
fact in the scope paragraph (or in a
middle paragraph) and, generally,
disclaim an opinion on the financial
statements taken as a whole.
It is available from the Institute's order
department for $.75 and will be pub
lished in full in a forthcoming issue of
The Journal o f Accountancy.

Professional development program for fa ll and winter
The AICPA professional development divi
sion is offering a broad spectrum of courses for
presentation across the country in the upcoming
months. From late this month to early February,
20 courses—many of them new or recently up
dated— have been scheduled for the dates and
locations listed below.

San Francisco, Calif.
New York, N.Y.
Arlington, Va.
Portland, Ore.

Oct.
Nov.
Nov.
Dec.

Nov. 9-13

$350

C O M P U T E R CONCEPTS

Jan. 17-21, 1971

C O N T R O L A N D A U D IT O F EDP SYSTEMS

New York, N.Y.

$350

SELECTING A N EDP SERVICE CENTER

Arlington, Va.

Cincinnati, Ohio
Pittsburgh, Pa.
E M B E Z Z LE M E N T — ITS P R E V E N TIO N
A N D CONTROL

$140

Nov. 16-17

Dec. 7-11
STAFF T R A IN IN G P R O G R A M — LEVEL II

EFFECTIVE C O M M U N IC A T IO N

Baltimore, Md.
Birmingham, Ala.

29-30
12-13
16-17
10-11
$400

M A N A G E M E N T FOR RESULTS

St. Louis, Mo.
Richmond, Va.

$140

FILIN G S W IT H THE SEC

$140

Dec. 7-8
Dec. 10-11
$140

Nov. 19-20
Dec. 7-8

Pittsburgh, Pa.
Williamsburg, Va.

Oct. 26-31
Dec. 14-19

STAFF T R A IN IN G P R O G R A M — LEVEL III—
A C C O U N T IN G A N D A U D IT IN G

Oklahoma City, Okla.
Williamsburg, Va.

$250

$250

Nov. 16-21
Dec. 14-19

Now available to members in convenient book form —

Summaries of
Ethics Rulings
Prepared by the staff of the
Division of Professional Ethics, AICPA
The more interesting and topical rulings of the American Institute’s
committee on professional ethics are published from time to time in
question and answer format in The CPA. More than 350 of the most
significant and applicable of these past committee rulings have now been
published in easy-to-use book form.

Summaries o f Ethics Rulings can serve as a helpful (though unofficial)
guide to practitioners in resolving difficult ethical problems that arise in
practice. The book’s contents encompass practically every major area of
ethical concern to today’s CPA . . .
Relations with Clients and Public (independence, confiden
tial relationship, contingent fees) . . . Technical Standards (au
diting and reporting) . . . Promotional Practices (advertising,
solicitations, commissions [fee-sharing]) . . . Operating Practices
(incompatible occupations, form of practice, data processing ) . . .
Relations with Fellow Members (encroachment) . . . General
(including employment situations and miscellaneous topics).
In addition to the practical questions and answers included in this
volume, readers will appreciate the two appendixes which reproduce the
current Code o f Professional Ethics and the Numbered Opinions of the
Division of Professional Ethics. A complete index is also provided for
quick reference to specific points. 196 pages.
$ 4 .0 0 List

AICPA M em b ers’ Discount Price— $ 3 .2 0

DISCOUNT ORDER FORM— FOR AICPA MEMBERS ONLY
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
666 FIFTH AVENUE, NEW YORK, N. Y. 10019

Gentlemen: Please send, postpaid,_______copies of Su m m a r ie s o f E th ics
(0610) at the AICPA members’ discount price of $3.20. Payment is
enclosed.
R u l in g s

MEMBER’S NAM E____________ ___________________________________________________
FIRM________________________________________________________ _________________ ___
(if part of mailing address)
ADDRESS_________________________________________________________________________
CITY______________________________ STATE_______________________ZIP______________
(Please add 6 percent sales tax in New York City. Elsewhere in New
York State, add 3 percent state tax plus local tax if applicable.)

Summaries of Ethics Rulings
THIS IMPORTANT NEW BOOK OFFERS YOU HELPFUL GUIDANCE ON
373 QUESTIONS OF PROFESSIONAL CONCERN SUCH AS THESE—
Would the independence of a firm be jeopardized by having a staff em
ployee of the firm serve as a resident auditor of the client?
A member has been requested to base his fee on the number of units a
client has sold in his business. Is such a fee arrangement prohibited
by Rule 1.04?
May a member base his fee for preparing a tax return on how much in
taxes he can “save” for his client?
May a member send out confirmation notices for the purpose of collecting
a client’s accounts?
Would a member be prohibited by Opinion No. 1 from stapling or paperclipping his business card to a newsletter prepared by an outside
agency?
May a member retained by a trade association permit the association to
offer his services to its members?
May a member write accountants with whom he is acquainted announcing
his availability as a tax consultant?
In purchasing the practice of a deceased accountant, a member agrees to
pay the estate a share of the profits of the practice over a specified
period. Is this a violation?
May a CPA serve as a director of a bank which might receive opinion
reports issued by his firm?
May a member in public practice set up separate offices as a registered
investment advisor?
May a member who is a sole proprietor use in his firm title the designation
“and Company” or “and Associates”?
May an accounting firm maintain a department whose function is to bring
together business merger or acquisition prospects?

SEE SPECIAL ORDER FORM O N OTHER SIDE

Announcing the newest edition of a key professional reference—

Accountants' Index—18th Supplement
A Comprehensive Bibliography of Accounting Literature,
January 1967— December 1968

The Accountants’ Index is an indispensable research tool published
by the AICPA as a service to working accountants, financial executives,
teachers and students.
This latest supplement lists every book, pamphlet and article on
accounting, auditing, taxation and related subjects that was published
during 1967 and 1968. All entries are listed alphabetically by title, author
and subject— enabling the user to find quickly any item that may have a
bearing on his particular question or problem.
The Accountants’ Index includes full bibliographic information with
each entry— giving publisher, place of publication, date and number of
pages. The precise addresses of periodicals and publishers are given in the
directory which concludes the volume.
Because of the increasingly complex nature of today’s accounting and
tax work, the need for continuous research is inescapable. This tedious
research— complicated by the great diversity of today’s accounting litera
ture— calls for a specialized, time-saving reference such as the Account
ants' Index. It is thus recommended highly for every accounting bookshelf
and every business or public library. 1069 pages, clothbound.
$ 2 5 .0 0 List

Discount Price to AICPA M em bers— $ 2 0 .0 0

DISCOUNT ORDER FORM— FOR AICPA MEMBERS ONLY

AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
666 FIFTH AVENUE, NEW YORK, N. Y. 10019

Gentlemen: Please send, postpaid,_______ copies of the A c c o u n t a n t s ’ I n d e x
— 18th Supplement (0018) at the AICPA member’s discount price of $20 each.
Payment is enclosed.
MEMBER’S NAM E_______________________________________________________________
FIR M _____________________________________________________________________________
(if part of mailing address)
ADDRESS___________________________________________ ______________________________
C ITY ______________________________ STATE______________________ ZIP______________
(Please add 6 percent sales tax in New York City. Elsewhere in New
York State, add 3 percent state tax plus local tax if applicable.)
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STAFF T R A I N I N G P R O G R A M — LEVEL III—
TA X A TIO N
$250

Pittsburgh, Pa.
Oklahoma City, Okla.

Nov. 9-14
Nov. 16-21
$400
Nov. 16-20
Dec. 14-18

STAFF T R A I N I N G P R O G R A M -— LEVEL V I

San Dimas, Calif.
Williamsburg, Va.

SYSTEMS W O R K S H O P FO R A C C O U N T A N T S $140

Meridan, Conn.
Kansas City, Mo.
New York, N .Y .
Portland, O re.
1970 T A X LECTURE SERIES

Jackson, Miss.
Tulsa, Okla.

Nov. 12-13
Dec. 7-8
Dec. 17-18
Feb. 4 -5 , 1971
$90
Nov. 19-20
Dec. 7-8

W O R K S H O P O N CORPORATE IN C O M E
T A X RETURNS

New Orleans, La.
Denver, Colo.
Seattle, Wash.
Philadelphia, Pa.
Atlanta, G a .
Southfield, Mich.
Miami, Fla.
Wichita, Kans.
Newark, N .J.
Las Vegas, Nev.
Milwaukee, Wis.

$70
Oct. 28-29
Oct. 29-30
Oct. 29-30
Nov. 16-17
Nov. 19-20
Nov. 23-24
Nov. 23-24
Dec. 3-4
Dec. 7-8
Dec. 10-11
Dec. 10-11

W O R K S H O P O N IN D IV I D U A L I N C O M E
T A X RETURNS

Louisville, Ky.
Newark, N .J.
Columbus, Ohio
Oklahoma City, Okla.
Chicago, Ill.
Portland, Ore.
Columbia, S.C.
Denver, Colo.
Amarillo, Texas
Wichita, Kans.
Philadelphia, Pa.
Nashville, Tenn.
Atlanta, G a .
St. Louis, Mo.

$70

Oct. 30-31
Nov. 5-6
Nov. 9- 10
Nov. 9- 10
Nov. 12-13
Nov. 12-13
Nov. 18-19
Nov. 19-20
Nov. 30-Dec. 1
Dec. 1-2
Dec. 4 -5
Dec. 7-8
Dec. 9- 10
Dec. 10-11

Los Angeles (Beverly Hills), Calif.
Boston, Mass.
San Francisco, Calif.
Tam pa, Fla.
Minneapolis, Minn.
Washington, D.C.

Dec. 14-15
Dec 14-15
Dec. 17-18
Jan. 5 -6 , 1971
Jan. 7 -8 , 1971
Jan. 22 -23 , 1971

G O I N G PUBLIC

Chicago, Ill.
Boston, Mass.
St. Louis, Mo.
Los Angeles, Calif.

$75

Nov. 2
Nov. 16
Dec. 14
Dec. 28

P L A N N I N G AFTER TH E 1969
T A X REFORM A C T

Philadelphia, Pa.
Nashville, Tenn.
New York, N .Y .

$75

Oct. 28
Nov. 2
Nov. 16

N A TIO N A L A C C O U N TIN G CONFERENCE—
C U R R E N T F I N A N C I A L R E P O R T IN G
PROBLEMS

Washington, D.C.
Chicago, Ill.
Denver, Colo.
IB M — C O M P U T E R C O N C E P TS

New York, N .Y .

$350

Nov. 9- 13

H O S P IT A L A C C O U N T I N G A N D
M E D IC A R E A U D IT S

Newark, N .J.
Boston, Mass.

$ 75

Nov. 6
Dec. 8
Dec. 15

$90

Oct. 29-30
Nov. 5 -6

AICPA initiates a series of
publications on auditing research
The AlCPA's technical services division
has announced plans to publish a new
series of monographs as part of the pro
gram in audit research. The monographs,
which will be similar to accounting re
search studies, are intended to identify
problem areas in auditing and to sum
marize background material as a basis
for developing formal pronouncements
on audit topics. The first monograph,
"A udit Opinion Criteria,” will be pub
lished next spring.
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Tax division testifies on proposed
legislation on estate and gift taxes
William T. Barnes, chairman of the
A IC P A federal taxation division, testified
on September 15 at House W ays and
Means Committee hearings on the A d 
ministration’s proposed legislation to ac
celerate the payments of estate and gift
taxes.
In his testimony, M r. Barnes stated that,
if legislation resulting in the speed-up of
collecting estate tax payments is essen
tial for the fiscal 1971 budget, the Insti
tute would prefer——as a substitute for
the Administration’s original proposal—
the alternative proposal offered by the
Tax Section of the American Bar Asso
ciation and the Trust Division of the
American Bankers Association. With cer
tain exceptions the alternative proposal
was also advanced by Treasury Secre

the CPA.

tary David M . Kennedy in testimony
before the House Committee on Septem
ber 9.
The alternative proposal would:
• Change the time for filing the estate
tax return and for paying the estate tax
from 15 months to 9 months after death.
• Provide that any property included
in the gross estate which is sold within
six months after death would be given
long-term capital gain treatment.
M r. Barnes also testified that the Institute
continues to be opposed to the Adminis
tration’s proposal to accelerate the pay
ment of gift taxes.
The full text of Mr. Barnes’ testimony will
be published in the November issue of

The Journal of Accountancy.
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APB approves Fundamentals Statement
On the last day of its October 21-23 meeting in New York City, the Ac
counting Principles Board approved for publication Statement No. 4, "Basic
Concepts and Accounting Principles Underlying Financial Statements of Busi
ness Enterprises,” referred to as the Fundamentals Statement.
The dual purposes of the Statement are: (1 ) to provide a foundation for
evaluating present accounting practices, for assisting in solving accounting
problems, and for guiding the future development of financial accounting;
and (2 ) to enhance understanding of the purposes of financial accounting,
the nature of the process and the forces which shape it, and the potential
and limitations of financial statements in providing needed information.
The Fundamentals Statement—which identifies and organizes ideas that for
the most part are already accepted— contains two major sections: the first dis
cusses the environment in which accounting exists, the present objectives of
financial accounting and financial statements, and the basic features and ele
ments of financial accounting. The second describes present generally accepted
accounting principles.

AICPA top staff to be restructured
Plans for modifying the executive staff structure of the Institute were ap
proved in principle by the Board of Directors in September. The changes were
developed by the organization committee of the Board in order to "strengthen
the ability of the Institute to meet the increasing demands which will inevitably
be placed upon it in the 1970’s.” The new plans would increase the staff of
the executive office to include four staff vice presidents, of whom three— ad
ministrative vice president (John Lawler), vice president-education and
vice president-technical— would each have reporting responsibility to the ex
ecutive vice president (Leonard M. Savoie).
( continued on page 8)

Olson explains exposure draft of code restatement
At its meeting in New York on September 19, the Institute’s Council received
a report from Wallace E. Olson, chairman of the committee on code restate
ment, on the current status of the proposed restatement of the Code of Profes
sional Ethics. A draft of the restatement has been widely circulated to appropri
ate persons and in the light of comments received a new draft will be prepared.
If this version is approved by Council at its meeting next spring, it will be
discussed at the annual meeting next fall
( continued on page 6)
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from the P resident
M A R SH A LL S.
ARM STRONG
E d . N o t e : This column is an adaptation of Mr.
Armstrong’s inaugural address presented at the
AICPA annual meeting on September 21, 1970,
in N ew York.

As the Institute’s first president in the decade
of the seventies, I feel constrained not to look
ahead merely to the year of my incumbency but
to turn my thoughts back to the decade that has
just closed, and forward to the one which is just
beginning.
The 1960's—period of growth and maturity

The sixties were years of exceptional develop
ment in our profession, and surely they gave us
professional maturity. Let me note just a few
highlights:
• The Accounting Principles Board became
a factor of widely recognized importance in the
business life of the nation.
• A division of federal taxation was created
within the Institute. Its program has broadened
to include pronouncements on responsibilities in
tax practice, research studies in tax policy, edu
cation studies in federal taxation, a monthly tax
magazine and a prominent role in advising key
federal officials and the tax-writing committees
of Congress.
• Management advisory services, though a
long-established function of CPAs, was enlarged
to meet a widened demand. New attention was
given to study of MAS rationale and methods;
the literature on the subject grew notably. These
facts were evident in the action of Council at its

Editor: Barbara J. Shildneck
Production Assistant: Carol I. Altschiller

meeting last May when the MAS committee was
constituted a senior body of the Institute— that
is, one empowered to establish standards and to
issue statements on its own authority.
• The Study of the Common Body of Knowl
edge required of new members of the profession
was completed. Its conclusions are beginning to
have an influence on the accounting curriculums
of more and more institutions of learning.
• A program of continuing professional de
velopment has been vigorously implemented. In
1960 there were 2,500 enrolled in PD programs.
Today the number exceeds 21,000.
• The American Institute has almost doubled
in the number of its members— from 38,000 to
about 75,000.
Communications—a major problem of growth

However, as one should expect, such a degree
of activity and growth has been accompanied by.
some problems and strain.
To my mind, one of the main problems is that
of effectively transmitting the results of this cre
ative activity to the membership— keeping chan
nels of communication open between boards,
committees and staff of the Institute at one end,
and, at the other end, the men and women en
grossed in conducting the affairs of thousands
of practice units throughout the country.
The dimension of this communication prob
lem comes into clearer focus when we realize
that only a relatively few of our members have
an opportunity to be closely associated with the
creation of technical pronouncements and the
administration of Institute affairs. About 250
members serve on Council and some 900 on
boards and committees.
Even when we include the 21,000 members
who participate in PD programs, we realize that
less than one-third of our membership has any
direct ''conversational” contact with the centers
of activity in our professional society.
And I am not concerned only with numbers.
I am concerned about the benefits we may be
losing if we fail to improve our lines of commu
nication.
( continued on page 10)
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Holton explains why the same auditing problems keep recurring
"Old auditors’ problems never die,” Thomas
L. Holton, chairman of the auditing procedure
committee, told Council members on September
19. "Unfortunately, they don’t fade away either;
they just keep coming back to haunt us.” Mr.
Holton was referring to the similarity of the
auditing problems that have been dealt with in
the Statements on Auditing Procedure over the
30 years the committee has been in existence and
the problems the committee has had under con
sideration during the past year.
He said the subject of SAP No. 43, "Confirma
tion of Receivables and Observation of Inven
tories,” was not only the subject of the commit
tee’s first pronouncement in 1939 but it was also
the reason for the creation of the committee.
Furthermore, of the 43 Statements issued by the
committee to date, 12—or about 28 per cent—
of them have dealt with "extensions” in one way
or another.
The one common characteristic of virtually all
the committee’s active projects, Mr. Holton went
on to say, is that "this problem has been dealt
with before, but it needs to be considered again.”
He stated that 28 of the 43 previous pronounce
ments of the committee are under active consid
eration at this time. To cite a few examples, he
reported on the progress of the following pro
posed Statements and projects:
•
"Reports of Financial Statements Prepared
Pursuant to Article 5A of the Securities and Ex

change Commission Regulation S-X.”
• Internal control
• Comfort letters
• Subsequent events procedures
• Reliance on other auditors
• Revision of the short-form report
• Degrees of qualification of the auditors’
opinion.
"Why is it,” he asked, "that we are contin
ually re-evaluating and changing what we have
done before? There are a combination of reasons,
in my opinion:
"1. It is true, of course, that the environment
in which we operate is changing constantly. This
creates some of the need to continually re
evaluate.
"2. As the profession advances, we need to
do a better job than we have done before, even
if we did the best we could in the past. This also
creates a need for continual re-evaluation.
"3. Too many of the conclusions we reach are
based too much on feel or hunch, rather than on
empirical research that could lead us to better
answers before we make a pronouncement. This,
too, creates a need for continual re-evaluation.
"In my opinion, there is little we can do about
the first two reasons. These are just facts of life
and we have no alternative but to live with them.
But I think we can do something about the third
one— that is, more and better research in order
to reach better and longer lasting decisions.”

Department of Labor adopts new procedure for audit proposals
The U.S. Department of Labor has developed
a new procedure for requesting proposals for
required audit services which replaces advertis
ing for competitive bids. The Labor Department
is responsible for administering the Federal
Manpower Training Program which is imple
mented through projects sponsored by business
firms and nonprofit community organizations on
a cost reimbursement basis. At the present stage
of the program’s development, over $1.5 billion
in federal funds will be accounted for in an es
timated 13,000 separate independent audits.
When the manpower program was estab
lished, the local agency disbursing funds was re
quired to engage auditors and to submit the
auditor’s report to the Labor Department. How-

ever, with the growth of the program to its pres
ent size, the awarding of audit engagements on
the local level became increasingly unwieldy.
The Department’s proposed solution was to
centralize the granting of audits through the De
partment itself and thus to require closer adher
ence to its uniform audit guide. For the sake of
simplicity and economy, it decided to advertise
for competitive bids. This action met with stiff
opposition by state boards of accountancy on the
grounds that any response by CPAs would violate
the boards’ rules against competitive bidding.
For example, the board of accountancy of one
state, Kentucky, stated that the submission of a
bid in response to the Labor Department’s adver
tisement violated the Kentucky Board rule; how-
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ever, the Kentucky Board has stated it will sus
pend until further notice the enforcement of its
rule against those who submit proposals under
the new request for proposal procedure.
Department representatives, at a meeting with
Institute representatives, explained that they
were required by law to seek professional ac
counting services either through advertising for
competitive bids or through negotiation without
advertising. If the latter course were chosen,
proposals would have to be "solicited from all
such qualified sources as are deemed necessary
by the contracting officer to assure such full and
free competition as is consistent with the procure
ments of types of supplies and services necessary
to meet the requirements of the agency con
cerned.” The representatives explained that they
had advertised since they could not be sure of
reaching "all qualified sources” in any other way
and to assure that they were offering the engage
ments to the widest possible spectrum of prac
titioners.
The Department was aware that while the
Institute does not favor the practice of bidding
competitively for professional engagements, it
has not, on the advice of legal counsel concerning
antitrust law, enforced its rule against or other
wise sought to prevent its members from com
petitive bidding. The Institute’s policy has con
sistently been to encourage individual selection
of auditors, preferably at the community level.
Selection based solely or primarily on price
differentials, it was noted, may be appropriate
in the quantitative measurement exercised in
comparing commodities offered by competing
suppliers but is unsuitable for the qualitative
judgment needed for evaluating services of pro
fessional firms.
It was also pointed out that even before the
decision was made not to enforce the competitive
bidding rule, the Institute recognized the right
of those seeking accounting services to have some
idea of the cost of the service, and its ethics com
mittee did not consider legitimate fee proposals
quoting a price range to be prohibited by the
rule. The Department indicated that under the
new public notice and request for auditing serv
ices, the "award will be made on a negotiated
basis to that responsive and responsible firm
offering the best combination of experience in
auditing or providing accounting services to

manpower administration sponsors, qualified
staff assigned to perform the audits, office loca
tions, and price.” In selecting auditors, the De
partment will assign a weighted point range to
each of the above factors as follows: understand
ing of the work to be performed and prior or
equivalent experience (0-30) ; qualifications of
assigned staff (0 -2 0 ); location of office(s)
(0-10) ; price (0-40).
For administrative purposes, the Department
has divided the country into ten regions, each
comprising four or more states. Public notice of
the request for proposals will be published in the
Commerce Business Daily, a publication of the
Department of Commerce. Practitioners who do
not receive that publication but who wish to be
considered for manpower audits can write to the
Assistant Secretary for Administration at the
U. S. Department of Labor requesting that their
names be put on the Department’s mailing list.
The new procedure is of great significance
to the profession. The federal procurement laws
provide that "it is the declared policy of the
Congress that a fair proportion of the total pur
chases and contracts for property and services
for the government shall be placed with small
business concerns.” Local firms may qualify for
these region-wide engagements by forming a
joint venture with other firms. Provision has also
been made for the subcontracting of work by the
prime contractor with the approval of the De
partment. This would appear to permit smaller
and regional firms to respond to requests for
proposals.
The Institute’s position that audit services
should be awarded locally after direct negotiation
remains unchanged. However, recognition must
be given to two facts: (1 ) the particular prob
lems of the Labor Department in administering
a program involving a large number of audits
and (2 ) the possibility that a state competitive
bidding rule, which may be legally enforceable
for other purposes, might be held by the courts
to be unenforceable in the face of a contrary
federal procurement policy. The Department’s
recognition that price is only one factor to be
considered together with a measure of the firm’s
competence and experience should lead to in
creased opportunities of service for the whole
profession, and to a better, more economical serv
ice for the taxpayer.
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Louis H. Penney (l.), awards committee chairman,
presents Thomas D. Flynn with AICPA Gold Medal.

Results of Council elections
At its September 19 meeting, Council elected
three members to fill Council vacancies created
by resignations.
• Richard H. Austin of Michigan was chosen
to fill a vacancy for a two-year term and will
serve until the next direct election of the mem
bership in his state.
• James A. Wilson of New Jersey and Jay J.
Galloway of California were elected for one-year
terms.
In addition, 12 members selected by the nom
inations committee and listed in the April 1970
CPA (pp.4,5) were elected to Council. Of these,
the following 7 members at large were elected to
three-year terms:
Peter Arnstein, California
William L. Campfield, District of Columbia
Norton Bedford, Illinois
George E. Greene, Indiana
Don J. Summa, New York
Richard T. Baker, Ohio
Stanley D. Ferst, Pennsylvania
The following 3 members at large were elected
to two-year terms to fill vacancies created by the
election of officers and of a member to the Board
of Directors:

Elmer Beamer (l.) receives Gold Medal Award from
Mr. Penney at AICPA annual business meeting.

Matthew F. Blake, New York
George E. Doty, New York
Thomas L. Holton, New York
The following 2 Council members were
elected to fill vacancies created by the election of
an officer and by a resignation:
Jarman Bass, Texas (two-year term)
Louis A. Werbaneth, Jr., Pennsylvania
(one-year term)
Council also elected the following members to
serve on the Board of Directors for three-year
terms:
John C. Biegler, New York
Winston Brooke, Alabama
Robert K. Mautz, Illinois
Under the new bylaws AICPA officers and
Council members at large are elected at the
Council meeting preceding the annual business
session, when the elections formerly were held.
The slate of officers elected was reported last
month in The CPA, and the Council members
chosen by direct election, another new bylaw re
quirement, were covered in the September CPA.
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Olson on restated code ( from page 1)

and then submitted to the membership for a vote
by mail.
Mr. Olson reported that the proposed code
includes five ethical principles "representing
the higher objectives that a member should strive
to attain in his conduct.” These principles cover
the following subjects: ( 1) independence, ob
jectivity and integrity, (2 ) competence and tech
nical standards, (3 ) responsibilities to clients,
(4 ) responsibilities to colleagues and (5 ) other
responsibilities and practices.
"Each principle,” said Mr. Olson, "is followed
by an essay entitled 'Considerations.’ The pur
pose of these considerations is to elaborate on
the principles and provide supporting rationale
for their validity . . . . Hopefully, they will serve
as a bridge between the principles, which are
stated in the positive, and the basic rules, which
are stated in the negative.”
The "basic rules” are for the most part com
binations of the present rules, opinions and
informal rulings of the ethics division. They are
"specific prohibitions and requirements which
are the enforceable portion of the restated code.”
Among the proposed new rules is one which
would require a member to comply with the
technical standards promulgated by the Institute.
The present code simply requires observance of
generally accepted auditing standards and ac
counting principles.
According to Mr. Olson, it is anticipated that
the Accounting Principles Board and other simi
lar technical committees— including the commit
tee on auditing procedure and the divisions of
federal taxation and management advisory serv
ices—will designate which of their pronounce
ments will be enforceable as technical standards.
"Even though present Rules 2.01 through 2.04
have been dropped, provision has been made
for them to continue in force until they are spe
cifically superseded by pronouncements of the
senior technical committees.
"To provide adequate time for experience in
application, the new Basic Rule 202 states that
members will not be disciplined for failing to
observe a technical standard during the first year
following its stated effective date.
"The new approach to technical standards is
perhaps the most important and far-reaching
change being proposed in the new code. It seeks

W allace E. Olson highlights for Council the major
features contained in the exposure draft of the re
statement of the Code of Professional Ethics.

to provide the framework for a structure of welldefined technical standards which will enhance
the stature of the profession over the whole range
of services including tax and management ad
visory services.
The proposed rule is recognized as controver
sial, but the committee thought that the time for
clarifying the relationship between Institute
technical pronouncements and the Code of Pro
fessional Ethics was long overdue. "In view of
the great volume of adverse publicity on this
subject and the expanding exposure to liability
suits, the profession would be well advised to
confirm its dedication to adhere to high techni
cal standards.”
In addition to other recommended changes,
Mr. Olson reported his committee’s proposal that
four current rules be dropped in the restatement.
These include the following:
"1. Rule 1.02, which prohibits an act discred
itable to the profession. Since this provision is
also included in the bylaws, as grounds for dis
ciplinary action, its inclusion in the Code of
Ethics is unnecessary.
"2. Rule 3.03, which prohibits competitive
bidding. This has been dropped because legal
counsel has advised that its enforcement could
subject the Institute to severe risks under the
federal antitrust laws.
"3. Rule 4.01, which requires that all partners
of a firm be members of the Institute before the
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firm can refer to itself as a member of the Insti
tute. The committee believes that this is not of
sufficient importance to warrant a basic rule and
there have been virtually no disciplinary prob
lems in this regard for many years.
"4. Rule 4.03, which prohibits a member from
permitting an employee to perform services
which he or his firm is not permitted to perform.
After careful analysis of this rule, the committee
decided that its effect was not clear in view of
the existence of licensing laws and the consistent
unwillingness of the ethics division to prohibit
the dual practice of law and accounting. Due to
these uncertainties as to application, the rule has
not been carried over to the restatement.”
In concluding his report, Mr. Olson said:
"In the early stages of developing the restated

code the committee decided that its efforts would
be largely ineffective if it did not propose changes
in substance which it believed were needed. In
proposing such changes, it has attempted to fol
low a middle course between extreme idealism
and harsh reality. It is fully aware that innova
tions and true progress are seldom achieved with
out controversy. Nevertheless, it is hopeful that
the members of the Institute will adopt a longrange and statesmanlike view in considering the
proposed restatement. . . . In these times, all
facets of our society and its professions are sub
ject to intense scrutiny. Those who serve the
public are increasingly expected to 'keep the
faith’ and 'tell it like it is.’ W e dare not be hypo
critical in our ethical conduct or we shall lose the
hard-won confidence of a discerning public.”

New PD lecture program considers international finance and taxation
A new one-day lecture program on interna
tional finance and taxation has been scheduled
for three presentations in December. This pro
fessional development program, to be presented
as five consecutive panel discussions by 18 U.S.
international tax and finance experts, will cover
current developments in finance and taxation as
they affect U. S. businessmen engaged in inter
national commerce and industry.
Following are the major subjects to be con
sidered:
• Foreign exchange problems, including the
effects of devaluations, revaluations and hedging.
• Compensating U. S. expatriates— U. S. and
foreign tax aspects.
• Current practices and policies of the IRS
regarding intercompany pricing and transfers of
intangibles.
• Overseas financing and foreign direct in
vestment program.
• The status of tax reform in Canada.
• The Treasury’s proposal for a Domestic In
ternational Sales Corporation (D IS C ).
The panelists participating in the program
will be:
Richard M. Hammer, CPA, Price Waterhouse
& Co.; and Edward D. Ryan, CPA, Ernst & Ernst,
co-chairmen.
David F. Bertrand, CPA, Haskins & Sells;

Paul Farber, CPA, S. D. Leidesdorf & Co.;
Samuel M. Frohlich, CPA, Arthur Young & Co.;
Hugh A. Garnett, CPA, Haskins & Sells; Henry
J. Gumpel, CPA, Price Waterhouse & Co.;
Michael A. Henning, CPA, Ernst & Ernst; Rob
ert J. E. Henry, FCA, Schroeder Banking House;
and Wilford H. Hughes, CPA, Touche Ross &
Co.
Also, Richard H. Kalish, CPA, Peat Marwick,
Mitchell & Co.; Jesse M. Miles, CPA, Arthur
Young & Co.; Melchior S. Morrione, CPA,
Arthur Andersen & Co.; Gordon J. Nicholson,
CPA, Arthur Andersen & Co.; Walter F. O’Con
nor, CPA, Peat, Marwick, Mitchell & Co.;
Vincent J. Simone, Lybrand, Ross Bros. & Mont
gomery; Jerome Toder, CPA, Seidman & Seid
man; and Peter M. Watt, FCA, Lybrand, Ross
Bros. & Montgomery.
Gilbert Simonetti, Jr., AICPA director of fed
eral taxation, will be the luncheon speaker.
The program will be presented at the Barbizon
Plaza Hotel in New York City (December 7 ),
the Pick Congress Hotel in Chicago (December
10) and the Airport Marina Hotel in Los An
geles (December 11). The registration fee of
$75 covers the cost of all sessions, materials,
lunch and coffee breaks.
Further information may be obtained from
the PD division at the Institute offices.

a

SSEA reorganizes itself, becomes CPA-SEA
On September 18 and 19, the American Insti
tute sponsored its annual fall meeting for state
society executive directors. At this meeting the
State Society Executives Association adopted for
mal bylaws and changed its name to the CPASociety Executives Association. The CPA-SEA
also elected the following officers for 1970-71:
Jack Brooks, Connecticut, president
William H. Quimby, Texas, vice president
Joseph Sperstad, Wisconsin, secretarytreasurer
Under the new organization, these officers
comprise the board of directors, along with two
directors at large to be elected by the group. At
the meeting Donald E. Breimeier of Missouri and
Herbert J. Rohrbach, Jr., of New Jersey were
chosen to fill these positions.
The Friday morning session was devoted to
the current activities of the AICPA and how they
relate to state society programs. Nancy Myers,
manager of AICPA state society relations, pre
sided. Wallace E. Olson, chairman of the AICPA
committee on code restatement, and Donald J.
Schneeman, director of the AICPA professional
ethics division, discussed the reasoning involved
in the committee’s proposed restatement of the
Code of Professional Ethics and participated in
a question and answer session.
Christopher W . Seidel, of the AICPA state
society relations staff, reported on the progress
of the AICPA committee on economic opportu
nity as its work relates to the societies.

AICPA top staff to be reconstructed

( from page 1)

Until the new staff positions (vice presidenteducation and vice president-technical) have
been authorized by Council action and amend
ment of the bylaws, the titles of director-educa
tion and director-technical will be used. Guy W.
Trump, currently AICPA director of education,
will be named director-education. The second
new position is expected to be filled shortly.
The staff divisions reporting to the three line
vice presidents are expected to be as follows:
•
To the administrative vice president, who
will continue to serve on the Board of Directors

David Anderson, AICPA public relations as
sistant director, was assisted by Martin Rosen
berg, of the AICPA state society relations staff,
in a discussion of two new public relations aids:
a series of AICPA radio tapes and television
recruiting spot announcements.
Mr. Rosenberg also discussed some new re
cruiting methods and projects.
During the Friday afternoon portion of the
meeting seven state society executives spoke on
the following topics:
• "Administration of the AICPA Code of
Ethics by a State Society”— Louis G. Baldacci of
California
• "Publications— Small and Medium-Sized
Society”— Donald Breimeier of Missouri
• "Chapter Organization for State Societies”
—Victor A. Feldmiller of Ohio
• "Why Hire Paid Lobbyists?”—William
Quimby of Texas
• "Why Not to Automate?”— Gerald Phelan
of Michigan
• "Out-of-State Annual Meetings” — Jack
Noble of Indiana
• "Why Have a Professional Journal?” —
Jeannette M. Cochrane of Illinois.
Jack Brooks presided over the state society
exchange.
On Saturday morning Mortimer R. Feinberg,
president of BFS Psychological Associates, Inc.,
discussed management challenges for the 1970’s:
psychology of motivation, current changes in the
executive labor force and their applications to
the accounting profession.

—planning, accounting and office services, pub
lications, professional relations, ethics, and per
sonnel.
• To the vice president-education—profes
sional development and examinations.
• To the vice president-technical— account
ing research, APB administration, auditing,
management advisory services, federal taxation,
and information retrieval.
Rex Cruse has been named director of plan
ning and Donald Pentz director of personnel.
The directors of public relations and of the
Washington office will report to the executive
vice president.
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Kessler's valedictory: the need for harmony
At the Institute’s annual business session on
September 21, outgoing President Louis M. Kes
sler told members that if the profession is to
continue to deserve the right to establish its own
accounting principles it must attain "essential
harmony.” The need for harmony in dealing
with the tasks that lie ahead was the theme of his
valedictory address— harmony in the profes
sion’s efforts to establish accounting principles,
in the relationships between the Institute and
state societies, in the entrance requirements for
the CPA certificate, in relationships with fellow
practitioners and with all elements of society,
both at home and abroad.
The "most serious need for harmonious rela
tionships,” he said, "is in the establishment of
accounting principles, both within the Account
ing Principles Board and in our associations with
the financial community.” He cautioned mem
bers that if "after ample opportunity to debate
with our peers we stubbornly persist in airing
our differences in the public press, we may lead
others to conclude that we are full of discord
rather than harmony, and incapable of regula
ting ourselves. . . . Let us rededicate our efforts
to pursue in statesmanlike fashion the serious
responsibility earned through years of strenuous
effort of making, supporting and enforcing our
pronouncements in . . . financial reporting.”
Pointing to the close cooperation that has ex
isted over the years between state societies and
the AICPA, Mr. Kessler suggested that even
more effective relationships could be developed
if the societies and the Institute had membership
in common. He reported that the task force on
concurrent membership, which is now studying
the feasibility of this proposal, should issue a re
port some time in the next year.
The issue of education versus experience, Mr.
Kessler stated, is a subject of considerable con
troversy at present. Now that the profession has
achieved uniformity in the CPA examination
and the Advisory Grading Service, "why not go
the next step and have one national CPA certifi
cate issued by the Institute, with licenses to prac
tice issued by the state boards of accountancy?
"Requirements to sit for a CPA examination
should be based on education only, and could be
established and maintained by the Institute as
conditions change— without the necessity of

Nominations committee for 1970-71
At its meeting on September 19, Council
elected the following to serve on the
1970-71 committee on nominations:
Louis M. Kessler, Illinois, chairman
Wayne J. Albers, Ohio
Frank B. Hill, Jr., Alabama
Donald L. Schoedel, Washington
Richard D. Thorsen, Minnesota
Lorin H. Wilson, California
Jordan B. Wolf, Texas

amending 54 laws. An experience requirement,
if one is needed, should be related to the attest
function, and set by the state boards in connec
tion with the issuance of the license to practice.
CPAs in industry, teaching, and government
would not need a license, but they should be
permitted to call themselves CPAs.”
Harmony in educational requirements could
be achieved by implementing the report of the
Beamer Committee, which was adopted as the
AICPA’s educational policy in May 1969, he
said. "Perhaps the time has come to establish
professional schools at major universities with
autonomy in matters of admission requirements,
curriculums, degree granting and budgetary af
fairs. . .. These should not be geared to public
accounting alone, but also to professional careers
in industry and government. . . . ”
He urged members to instill more harmony
into their relationships with their fellow practi
tioners; respect for colleagues and "adherence
to the spirit as well as the letter of our Code of
Ethics are sorely needed.”
Turning to various aspects of social account
ing, Mr. Kessler cited several areas in which
greater numbers of accountants should work
with other groups to help improve the social
structure — ecology, recruiting members from
disadvantaged groups and assisting in the estab
lishment of minority business enterprises.
In conclusion, he pointed out the need for
harmony in international relations in order to
achieve consistency in accounting and auditing
standards and procedures throughout the world
and to deal with accountants from other coun
tries in a fair and reasonable manner.
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Armstrong inaugural speech ( from page 2)

Accordingly, during the next 12 months, like
my predecessors, I will spend considerable time
traveling about the country to meet members.
Since there is a limit to what can be accomplished
in this way by one person, I plan to ask the four
vice presidents who will be serving with me to
devote a substantial part of their efforts to per
sonal communication with the membership.
It is my good fortune that the vice presidents
are knowledgeable and articulate men and that
their home bases provide a good geographic
spread.
Ivan Bull lives in Iowa, Don Burns in Cali
fornia, Lee Layton in New York and Harry
Ward in Texas. Each of these locations offers a
communication center for a radius covering an
extensive region.
Hopefully, we can plant a few seeds that will
foster among all CPAs a common understand
ing, a common tradition and common ideals.
Communication aided by regional PD centers

As another means of expanding and improv
ing "conversational” contact between members
and the Institute, I want to express my enthusi
asm for a new concept of regional professional
development centers— a proposal under study
by the Institute’s PD Board.
Briefly, the idea envisions the establishment
of centers strategically located throughout the
United States. This would be an expensive and
long-range undertaking but one which should
provide tremendous benefits to our membership.
Continuous updating of one’s knowledge is
imperative in an expanding field of professional
responsibilities such as ours. The Institute’s pro
gram of professional development is an unex
celled means to this end. A substantial number
of individual practitioners and firms of all sizes
are participating today; more should become
heavily involved.
In my view, the existence of regional PD cen
ters would enable more practitioners to avail
themselves of these educational necessities of
professional life. Accordingly, during this com
ing year, I intend to encourage further considera
tion and study of the regional center concept.
The 1970's—our time to excel

It has been said that the decade of the sixties
was our time to mature. Hopefully, the dec

ade of the seventies will be our time to excel.
In my view, we must improve upon past ac
complishments if we are to cope effectively with
an ever-changing and highly complex society.
The information retrieval system. I am deeply
interested in a new project which got under way
in the Institute just this spring; it is a central
system of storage and retrieval of accounting in
formation.
As we know, all firms gather and store infor
mation in one way or another. In large firms, the
operation may be extensive— and certainly ex
pensive. With each firm doing this for itself,
however, there is obviously duplication and,
hence, waste.
Moreover, in some cases, input may be more
efficient than retrieval. I know, for example, that
when a partner in charge of an engagement in
my own firm faces a difficult problem and needs
to know what has been written and said about
the subject, he may not always get what he’s
looking for.
In the system being explored by the Institute,
information on a wide range of accounting sub
jects would be coded, cross-indexed and stored
in a computer. A subscriber could then tap out
on a terminal in his own office the code for the
class of information he wanted. He would have
a list of all the references in a few seconds. In
addition, the Institute would supply promptly
the full text of references which a subscriber
needed but which were not in his firm’s library.
I predict that upon completion of the Insti
tute’s system all members of our own profession
and many members of the business and financial
community will avail themselves of the obvious
benefits.
We must accelerate research in auditing. W ith
out question, the most weighty professional re
sponsibility we have today as CPAs is the expres
sion of our opinion on financial statements. That
opinion must be formed only after an examina
tion of the financial statements in accordance
with generally accepted auditing standards.
Not only must we be satisfied that such audit
ing standards are suitable and appropriate in the
vast array of circumstances in which we find our
selves as independent auditors but we must also
heed the lessons of some recent court cases.
The Institute’s legal counsel clearly identified
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one lesson when he recently said, "For the pro
fession, the case [ Continental Vending] points
out once more the very real advantage, at least
from the point of view of legal responsibility, in
having professional standards spelled out. Had
there been specific rules or prohibitions govern
ing the matters about which there was dispute
among the expert witnesses in this case, to which
the defendants could refer, it is quite probable
the result would have been different.”
Accordingly, like some of my predecessors, I
intend to urge the Institute to seek more re
sources that obviously will be needed to accel
erate the important work of our auditing proce
dure committee, which, in my view, means an
expansion in the staff and facilities for more
auditing research.
I have reason to believe that auditing research
even in the large or not-so-small CPA firms is
being treated as a stepchild— a natural conse
quence of rapid growth and a shortage of quali
fied people.
In mid-1969, the Institute took a first step and
created a new position of auditing research con
sultant, and I believe we are beginning to see
tangible results from the effort.
However, it may not be enough. The research
program which I envision is one of broad scope
— a long-range, continuing program which
would embrace:
• Codification research — the organization
and interpretation of existing knowledge for
practical use.
• Applied research— the solution of specific
auditing and reporting problems.
• Basic research— the development of new
knowledge.
In light of the growing use and importance of
independent audits, it is incumbent upon us to
examine whether methods and techniques which
we accept out of long experience are still produc
ing desired results. Auditing research is required
to satisfy that goal.
Enforcement of technical standards. In recent
years, accountancy has become more important
to more people than ever before. As I have said
many times in the recent past, our light as pro
fessional men now shines outside of the bushel
basket. The profession has acquired a welcome
but unaccustomed prominence.

Armstrong asks NASBA cooperation In
exchange of disciplinary information
In an address before the National As
sociation of State Boards of Account
ancy on September 19, incoming Presi
dent Marshall Armstrong called upon
NASBA to collaborate with the Institute
division of professional ethics in improv
ing procedures for the enforcement of
the Code of Professional Ethics. He said
that methods must be found for more
effective sharing of the disciplinary bur
den and for avoiding duplicated efforts
by state boards, state societies and the
Institute. He also urged an increase in
the effectiveness of machinery permit
ting exchanges of information about
complaints, investigations and other dis
ciplinary matters among all the agencies
with disciplinary functions.

As men and women dedicated to a high call
ing, we must not only keep vigilant against any
risk of a decline of technical and professional
standards but also strive continually to elevate
those standards.
The goal of elevating our standards will be
partially met when we finalize the restated Code
of Professional Ethics— a draft of which was in
troduced to Council at its meeting last week. The
code restatement will be exposed for comment
during the coming months.
The proposed restatement not only identifies
what behavior is unacceptable but also identifies
the higher level of professional behavior toward
which we should all strive. Our profession can
fulfill its mission only if its members conduct
themselves in a way that merits the respect and
confidence of the public. The restatement points
out the behavior that will foster that trust.
Its import to the profession cannot be over
stated. But, obviously, a restated code itself will
not assure compliance with high technical stand
ards. W e have our committee on professional
ethics, the Trial Board and the practice review
committee; and possibly these are adequate for
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maintaining high standards. These bodies, how
ever, do not initiate actions; they can act only on
matters referred to them.
It seems to me that there may be need for some
procedures to facilitate prompter review accom
panied by more effective results. In any event,
closer liaison and coordination among the Insti
tute, the state societies and the state boards of
accountancy seem very much in order— if we
truly seek to assure compliance with higher tech
nical standards.
The cost of progress

As we strive to make the decade of the seven
ties our time to excel—pushing forward to de
velop information retrieval, to accelerate audit
ing research, to provide continuing education of
our members and to constantly expand our influ
ence in areas of taxation, accounting principles
and management advisory services—we are
faced with the cost of progress.
The attainment of all these goals, and of
others which might have been cited, will require
sustained effort on the part of many members.
The contribution by members of their time and

talent is one of the great unrecorded assets of the
Institute.
The work of volunteers, however, needs to be
supplemented by a first-rate staff; and the pro
grams instituted by committees, aided by staff,
often require at least an initial investment of
funds.
Thus the Institute must be adequately fi
nanced. More than half its current revenue is
generated by income-producing activities, but
dues continue to provide an essential flow of
funds.
As we all know, our dues schedule was revised
only two years ago. It was hoped at the time that
the new schedule would permit the Institute to
operate comfortably in the black at least until
the 1972-73 fiscal year. However, largely as a
result of a much higher level of inflation than
had been anticipated, and also to satisfy some
expansion in service to the profession, the need
for additional income will occur a year earlier.
The Council will no doubt be considering this
matter at its meeting next spring.
Even if, as seems likely, the dues must be in
creased for the 1971-72 fiscal year, I am confi
dent that nearly all members will continue to
regard the price of membership to be a bargain.
Allegiance to the profession

Thomas L. Holton, chairman of the committee on au
diting procedure, reports to Council members on the
need for an expanded research program in auditing.
A summary of his address is on page 3.

In conclusion, I feel obliged to return to the
subject of communication and to briefly explore
our internal welfare.
One reason that I stress communication is that
I believe it contributes to cohesiveness. And
unity is indispensable to our profession.
The practice units that comprise the profes
sion vary widely in a number of characteristics.
There are differences in the technical scope of
practice, differences in points of view on impor
tant issues and differences in size.
This diversity is one of the strengths of our
profession. But it can also lead to dissension:
• One sometimes hears it said, for example,
that the Institute operates mainly for the benefit
of the dozen or so largest firms and pays too little
attention to the interests of the middle-sized and
small firms.
• One hears also a directly opposite com
plaint, that the Institute is so devoted to demo
cratic process that it pays too much heed to the
small firms, to the detriment of attention to over
riding problems.

Announcing an updated edition of the
two-volume reference to APB pronouncements

APB ACCOUNTING PRINCIPLES
1970 EDITION
A newly revised edition of the standard reference work— APB A c c o u n t 
in g P r in c i p l e s — has just been released. This two-volume paperback

reference has achieved widespread use throughout the profession since it
was first introduced in 1968. It has proved most convenient and useful
as a means of locating current principles and their applications.
The new edition has been revised as of September 1, 1970 to include
the recently issued APB Opinions No. 16: Business Combinations and
No. 17: Intangible Assets.
A P B A c c o u n t in g P r in c ip l e s is published by Commerce Clearing
House by special arrangement with the American Institute. It is offered
by the Institute only to members, at the special discount price indicated
below. (Non-members must order the work directly from CCH.)

Volume One (Current Text) covers all Opinions and Statements of
the Accounting Principles Board and Accounting Research Bulletins
still in effect. Changes have been recognized by amendments and
deletions in the text and the contents are conveniently arranged by
subject and fully indexed.
Volume Two (Original Pronouncements) is arranged chronologically
and includes all Accounting Research Bulletins, Accounting Termi
nology Bulletins, and APB Opinions and Statements . . . all in their
original form.
M E M B E R S P R IC E (TWO V O LU M ES) ............................................. ........

$ 8.00

ORDER FORM— FOR AICPA MEMBERS ONLY
AM ERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
6 6 6 FIFTH AVENUE, NEW YORK, N. Y. 1 0 0 1 9

Gentlemen: Please send, postpaid,_________ copies of the 1970 edition of
APB A c c o u n t in g P r in c ip l e s (0 0 3 2 ) at $8 per set.
Quantity Discounts: 10-49 copies-10% ; 50-99
copies— 2 0 % ; 100-999-30% ; 1000 or more— 40%
MEMBER’S NAME _______________________________________________________________
F IR M _________________________________________ ____________________ ______________
(if part of mailing address)
ADDRESS_______________________ ________________________________________________
CITY____________________________________ STATE___________________ ZIP___________
(Please add 6 percent sales tax in New York City. Elsewhere in New
York State, add 3 percent state tax plus local tax if applicable.)

A convenient means of increasing your
management advisory skills through self-study
Announcing tw o new courses in the

Management Education Portfolio
The Management Education Portfolio now offers you additional oppor
tunities to “professionalize” your management knowledge and skills— without
having to interrupt your regular duties or sacrifice current earnings.
The American Institute’s professional development division has arranged
to make available to members two new courses covering important areas of
management theory and practice— General Management Skills and Managerial
Finance and Control. Like earlier courses in the program, they will involve you
in real management problems and decision-making by means of the same kind
of case-study approach used at leading business schools.
A Portfolio course is organized into five self-contained study units (available
separately or as a series). Each of these units— which you can complete in
approximately 15 hours— begins with a text section that explains the pertinent
concepts and techniques. You will then work on programmed cases— going
step-by-step from the analysis of a problem to its practical solution. Finally,
you will come to grips with an unstructured examination case and present your
solution in a written report which will be graded and returned to you with a
critique of your work.
GENERAL M A N A G E M E N T
SKILLS

M AN A G ERIAL FINANCE
A N D CONTROL

7. W h a t M an ag ers Do— Examines the re
lationships of the manager to his superiors,
his subordinates, and his organization.

7. Macroeconomics an d Com pany Plan
ning — How to use available data to im

2. Communication fo r Results— Analyzes
the communication process in terms of both
the elements and the objectives of the
system.

prove a company’s planning and forecast
ing activities.

3. Training an d Developm ent — The sub

2. Financial M an ag em en t I: Cash Flows—
How accounting and operating data pro
duce a composite picture of present and
expected cash flows.

ject is discussed in relation to organiza
tional structure, staff function, finances and
other vital aspects.

3. Financial M an ag em en t II: C ap ital Struc
tures— Discusses new techniques for long

4 . The M a n a g e m e n t o f T e c h n o lo g ic a l
Change — Considers the organizational

problems encountered in developing a new
technology.
5. Human Behavior in the O rg an izatio n —
Analyzes the social psychology and inter
action of people in groups. Topics include
status and role, motivation, problem solv
ing, etc.

term financial planning, with full recogni
tion of the practical problems.
4 . Accounting for M an ag ers — Examines

the nature of accounting in terms of the
manager's informational needs.
5 . M an ag em en t Control — Stresses the
measurement and improvement of perform
ance of the various operating units of an
organization.

See next p ag e for e arlier Portfolio courses still a v a ila b le .

The Management Education Portfolio also offers
these two courses of special interest—
M A N A G E M E N T & THE COMPUTER

MARKETING M A N A G E M E N T

This course gives the management adviser
a sound grasp of EDP that will prepare him
to think clearly about the computer and
plan intelligently for its use . . . all in plain
English, with no technical jargon.

The marketing function is the vital link
between the organization and the market
place. This course gives the CPA a working
understanding of how this important link
age operates.

1. Computer Basics for Management

1.

Modern Marketing and Company
Objectives

2.

Advertising: Strategy and Design

3.

The Managem ent of Personal
Selling

4.

Strategies in Marketing Research

5.

Marketing and the Computer

2.

EDP Feasibility Analysis

3.

M anaging the Human Element in
EDP

4.

M anagem ent Information Systems

5. Quantitative Aids to DecisionM aking

ORDER FORM— FOR AICPA MEMBERS ONLY
PROFESSIONAL DEVELOPMENT D IV IS IO N , AM ERICAN INSTITUTE OF CPAs
6 6 6 FIFTH AVENUE, NEW YORK, N. Y. 1 0 0 1 9

Gentlemen: Please send, postpaid, the M an ag em en t Education Portfolio materials
checked below.

Complete Course (5 units) $ 1 6 0 / Price for Each Study Unit $ 4 0
□

M anagem ent& The Computer (6335)

□

M anagerial Finance & Control (6337)

□
□

1:
2:

Computer Basics for Management
EDP Feasibility Analysis

□

1:

□

3:

Managing the Human Element
in EDP

□

2:

□

4:

Management Information Systems

□

3:

□

5:

Quantitative Aids for
Decision-Making

□
□

4:
5:

□

Marketing M anagem ent (6336)
1:

□

General Managem ent Skills (6338)

□

□
□
□
□

1:
2:
3:
4:

□

5:

Modern Marketing and Company
Objectives

□

2:

Advertising Strategy and Design

□

3:

The Management of Personal
Selling

□

4:

Strategies in Marketing Research

□

5: Marketing and the Computer

Macroeconomics and Company
Planning
Financial Management 1:
Cash Flows
Financial Management II: Capital
Structures
Accounting for Managers
Management Control

W hat Managers Do
Communication for Results
Training and Development
The Management of Technological
Change
Human Behavior in the
Organization

MEMBER’S NAME____________________________________________________
FIRM_______________________________________________________________
(if part of mailing address)

ADDRESS___________________________________________________________
CITY________________________________ STATE______________________ ZIP
(Please add 6 % sales tax in N ew York City. Elsewhere in N ew York State,
add 3 % state tax plus local tax if applicable.)
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• The sense of injury that a small firm feels
if displaced by a national firm when a client goes
public is understandable.
• The advantages (possibly more apparent
than real) which big firms have over small ones
in recruitment can likewise be a sore spot.
• Some practitioners seem to be overly ag
gressive in striving for rapid expansion of serv
ice opportunities, giving little attention to the
well-being of fellow practitioners as a result.
• Also, it sometimes appears that members
are actually trying to divide the profession on
important technical issues— seeking to sustain
their individual views by using what some con
sider to be inappropriate means of influencing
the business community and others to bring
pressure upon us.
• I believe there is need to strengthen our at
titude of statesmanship throughout the entire
profession.
But much greater than the points of differ
ence, however, is what CPAs do have in com
mon: the very discipline which is the livelihood
of us all, similar educations and a code of ethics
to which we must subscribe.
Further, it is truly hard to imagine how any
profession could function effectively, or even
exist, without a national organization to provide
a forum, a center of information and an instru
ment for concerted action.
For accountancy, the Institute is that organiza
tion. I submit that every practitioner, large or
small, including accountants who are not mem
bers, benefits from its existence.
As I think you all know, I am not a member of
a national firm and never have been. Yet, I am
mindful of the impressive contributions which
the nationals have made to the building of the
Institute. Indeed, without them neither the In
stitute nor our profession would ever have at
tained its present stature.
This comment is not intended in any way to
discount the substantial contributions of talent
and other resources, made by all members and
firms, which have aided significantly in strength
ening the Institute and in improving our pro
fession as a whole.
Contrary to the views of some members, I am
completely confident that there is now, and will
be as far ahead as we can see, a place and a need
for the medium-sized and small firms of CPAs.
I am convinced, however, that many such

firms must increase their strength by improving
internal administration, thus insuring their ef
fectiveness, viability and continuity.
A transcendent allegiance to the profession

Surely the house of accountancy is large
enough to accommodate the whole range of our
variety of practice units. But if we are to dwell
in that house in health and in comfort, I submit
that there must be cultivated a transcendent al
legiance to the profession.
This does not mean the relinquishment of con
cern for one’s firm or of attachment to its partic
ular character.
To give you a parallel, a Hoosier, such as I,
can feel strong ties of sentiment and self-interest
to the State of Indiana and to the Midwest; a
Yankee to his own state and all of New Eng
land; a Texan to the Lone Star empire. But this
does not impair our loyalty as Americans.
Allegiance to the profession, of the kind I
have in mind, is not something to be turned on
and off— to be given when everything in the
profession goes as we individually would like
to have it, and withheld when the course fol
lowed is other than we would prefer.
This is not to say that any of us need refrain
from advocating and vigorously arguing for in
dividual views through proper channels of com
munication, as defined for the profession as a
whole.
I do say, however, that allegiance to the pro
fession also means respecting the views of quali
fied colleagues. For, when you come right down
to it, an attitude that one’s own position is the
only intelligent one is an attitude of stiff pride.
And (according to the 16th chapter of the Book
of Proverbs) we all know what follows upon
pride of such degree— "Pride goes before de
struction, and a haughty spirit before a fall.”
Conclusion

And so, as indicated earlier, most of the mat
ters I have mentioned are not things to be ac
complished in a year, which is why my forward
look has extended over a much longer period.
I assure you, however, for myself and on be
half of the other Institute officers, that during
our year in office we will do our utmost to ad
vance the best interests of the profession— and
to achieve an extent of progress that will merit
your approval.
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Profession's press coverage is appraised
Most members are no doubt aware of the in
creased attention which the news media are giv
ing accountancy these days. Individual members,
however, probably see only a fraction of the items
that are printed. Also, all of us are likely to react
more sharply to, and therefore remember longer,
the critical articles than the favorable ones.
In an attempt to make an objective evaluation
of recent press publicity, the AICPA’s public
relations office appraised 125 newspaper and
magazine stories during the period April 15September 30. Of these, 73, or slightly over 58
per cent, were classed as "favorable” on balance.
Thirty-two, or about 25 per cent, were judged to
be "negative” on balance. And 20 were rated
"neutral.”
As might be expected, the one subject which
received more press attention than any other
concerning the profession was the work of the
Accounting Principles Board in arriving at the
Opinions on business combinations and intan
gible assets. Fifty-three (42 per cent) out of the
total 125 stories had to do with this matter. Of
those 53 stories, 24 were favorable on balance,
18 were regarded as unfavorable, and 11 were
straight reporting of developments without any
editorial "tone.”
When the Opinion on business combinations
was first exposed in February, the tone of press
reports was favorable, marked with approving
references to "tightened rules” and " stiffer guide
lines.” Then came some critical reports, many of
them based on interviews with, or comments by,
businessmen, CPAs in public practice, or aca
demic accountants.
Both Time and Newsweek reported the expo
sure draft at some length, the first time either of
these national news magazines had focused on
a particular APB Opinion. Newsweek said of
the effort that it "killed off the accounting gim
micks.”
Issuance of the final Opinions did not end
press comment. The New York Times carried an
article by a leading CPA in a Sunday edition and
headlined it "Accounting Principles Board Fails
Completely in Two Key Issues.” Two weeks
later, the paper ran an article by another leading
CPA saying that the Opinions eliminate "abuses
of the past and certainly provide for greater uni
formity.” Still later, the same paper carried a
story on the division of votes in the Board.

A major article in Fortune about the Penn
Central bankruptcy contained critical comments
on accountancy. A rebuttal letter from the man
aging partner of the Penn Central auditors was
featured in the next issue, with a retraction by
Fortune of some of its comments.
General stories on corporate reporting and
APB activities numbered 14 during the period,
divided about evenly between commendation for
progress and criticism of "loose principles” and
"permissive accounting.”
On the negative side were reports of litigation
against accountants and three stories that the new
reporting guidelines for banks "compounded
confusion” about banks’ earnings.
Among favorable stories were a number on
speeches by AICPA officers, opportunities in the
profession for young people, and various areas in
which previous APB Opinions have been issued.
It was encouraging to note that eight generally
commendatory pieces were written by newsmen
who have attended the seminars on financial com
munication held by the Institute.

Position paper on recognizing income from
licensing films to TV is out for comment
Last month the Institute’s committee on ac
counting in the entertainment industry exposed
for comment an industry position paper entitled
"Accounting for Income From Films Licensed
to Television.” The paper, which would have
the same authority as an audit guide, proposes
a new concept in revenue recognition called the
"telecast” method. The draft says this method
"to the extent practicable, recognizes income at
the time each film is telecast on television. The
amount to be recognized for each telecast is
based on the usual facts that some films are more
valuable than others and that original telecasts
are more valuable than reruns.”
The committee reviewed carefully the four
methods generally used in recognizing income
from the licensing of films to television and
found that television licenses have "unique char
acteristics [that are] not fully recognized by any
of the methods presently in use.”
The 16-page draft has been distributed to the
SEC and other interested parties. Comments
must be returned to the Institute by December 4.
Members interested in further information
should contact Myron J. Hubler of the AICPA
technical services division.
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Minutes of the annual meeting: New York, New York, September 2 1 ,1970
The eighty-third annual meeting of the Amer
ican Institute of Certified Public Accountants
convened at 9:10 a . m ., September 21, 1970, at
the Waldorf-Astoria Hotel, New York, New
York. President Louis M. Kessler presided.
Guests from other countries

The chairman introduced the following presi
dents of accounting organizations of other coun
tries: Claude Croxton-Smith of The Institute of
Chartered Accountants in England and Wales;
Rogerio Casas-Alatriste of the Instituto Mexi
cano de Contadores Publicos; Wessel van
Bruinessen of The Netherlands Institute of Reg
istered Accountants.
All brought greetings to their American col
leagues from their organizations.
Approval of minutes

Minutes of the annual meeting of October 6,
1969, were approved as printed and circulated
to the members in the December 1969 issue of
The CPA [pp. 7-9].
Report of the auditors

William J. Conkling, partner of Hurdman
and Cranstoun, Penney & Co., reported that the
AICPA Board of Directors decided to change
the Institute’s method of accounting from a par
tial accrual to a full accrual basis and to change
the method of accounting for fixed assets from
direct charge-off to capitalization, with attend
ant depreciation and amortization provided over
the estimated useful lives of the assets.
Because these changes [which are noted in the
auditors’ report, pages 21-28] are retroactive to
September 1, 1969, and because of the early date
of the meeting in relation to the end of the fiscal
year, it was not possible for the Institute to com
plete its financial statements on the new basis
by the date of the business meeting.
Introduction of past presidents

The chairman introduced the past presidents
of the AICPA who were in attendance: Percival
F. Brundage, Washington, D.C. and Florida;
Thomas D. Flynn, New York; Hilliard R. Gif
fen, California; Clifford V. Heimbucher, Cali
fornia; Ralph E. Kent, New York; Norman
Loyall McLaren, California; Louis H. Penney,
California; Louis H. Pilié, Louisiana; John W .

Queenan, New York; J. Harold Stewart, New
York; Marvin L. Stone, Colorado; John H.
Zebley, Jr., Florida.
Report of Council

The chairman announced that the 1970 report
of Council to the membership entitled "The
Courage of Making Choices” had been mailed to
all members of the Institute.
Presentation of awards for outstanding
accounting literature

President Kessler presented the awards for
distinguished contributions to accounting litera
ture to the following persons who had been
selected by a special committee of the American
Accounting Association:
Professors Jack Gray and John K. Simmons,
both of the University of Minnesota in Minneap
olis, for their article, "An Investigation of the
Effects of Differing Accounting Frameworks on
the Prediction of New Income,” which appeared
in the October 1969 issue of The Accounting
Review.
Professor David Solomons, of the Wharton
School of Finance and Commerce at the Univer
sity of Pennsylvania in Philadelphia, for his
book, Divisional Performance: Measurement
and Control, originally published in 1965 by the
Financial Executives Research Foundation and
now published by Richard D. Irwin, Inc.
Presentation of the Lester Witte Awards

President Kessler presented the annual Lester
Witte Practice Management Award, sponsored
by the Lester Witte Foundation, for the best
article published in the Practitioners Forum of
The Journal of Accountancy. This award, cover
ing the period from July 1969 through June 1970,
was won by Professor William W . Ecton of the
University of Kentucky in Lexington. His article,
entitled "Communication Through Accounting
— Bankers’ Views,” appeared in the August 1969
issue.
Mr. Kessler also made the first presentation
of an award sponsored by the Lester Witte Foun
dation for the article appearing in Management
Services magazine that best promotes or exempli
fies the practice of management services in a
small or medium-sized firm. The new award,
which covered the July-August 1969 through
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May-June 1970 issues, was won by Professors
Edward L. Summers and Glenn A. Welsch, both
of The University of Texas, for "How Learning
Curve Models Can Be Applied to Profit Plan
ning,” which appeared in the March-April 1970
issue.
John L. Carey Scholarship Award

John L. Carey, former administrative vice
president of the Institute, made the first presen
tation of a scholarship awarded in his name to
a Yale University graduate who intends to do
graduate work in accounting. The first recipient
of the award was Alan J. Shaw of Mountain
Lakes, New Jersey, who will study accounting at
the University of Chicago Graduate School of
Business.
Elijah Watt Sells Awards

Andrew P. Marincovich, chairman of the
Board of Examiners, presented the Elijah Watt
Sells Awards to candidates who had received
the highest grades at the November 1969 and
May 1970 CPA examinations.
For the November examination, the gold
medal was awarded to John H. Gilbert, of Laven
thol Krekstein Horwath & Horwath in Boston,
and the silver medal was given to Alan Walter
Perry, a student at the Harvard Law School.
For the May examination, the gold medal was
presented to John Walter White, a student at
New York University School of Law, and the
silver medal was awarded to Lloyd W . Born, of
Peat, Marwick, Mitchell & Co. in Seattle, Wash
ington.
Report of the president

Mr. Kessler reported to the membership on
the need for harmony within the profession.
[A summary of Mr. Kessler’s report appears on
page 9.]
Report of the committee on awards

Louis H. Penney, chairman of the committee
on awards, presented the AICPA Gold Med
al Award for Distinguished Service to the
following:
Elmer Beamer, partner in charge of the Cleve
land office of Haskins & Sells, who is a former
AICPA vice president and was chairman of the
Commission to Study the Common Body of
Knowledge for CPAs.

Thomas D. Flynn, vice chairman of the Man
agement Committee of Arthur Young & Com
pany in New York, who is a former AICPA
president and was chairman of the Institute’s
advisory committee to the Blue Ribbon Defense
Panel.
A Gold Medal was also awarded posthu
mously to Weldon D. Powell, a partner in
Haskins & Sells, who was the first chairman of
the Accounting Principles Board.
Messrs. Beamer and Flynn addressed the
members and expressed their thanks. Mr.
Powell’s award was accepted by Professor E. J.
De Maris, head of the department of account
ancy at the University of Illinois.
Restated Code of Professional Ethics

The chairman discussed briefly the proposed
restatement of the Code of Professional Ethics,
which will be presented to the spring meeting
of Council. If approved, it would be presented
at the 1971 annual meeting for discussion and
subsequently to the membership for a mail bal
lot. [See pages 1, 6 for a summary of Wallace
Olson’s report to Council as chairman of the
committee on code restatement.]
Adjournment

The meeting adjourned sine die at 10:35

a .m

Members are appointed to APB
The following members have been reap
pointed to serve for three-year terms on
the Accounting Principles Board:
Milton M. Broeker, Minnesota
Charles B. Hellerson, New York
Charles T. Horngren, California
J. S. Seidman, New York
In addition, Louis M. Kessler, of Illinois,
and David Norr, of New York, have
been appointed to the APB to serve
three-year terms.
As reported in last month's CPA, Philip
L. Defliese was designated chairman of
the APB to replace LeRoy Layton.

.
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Members of the American Institute
of Certified Public Accountants

We have examined the statements of assets, liabilities and
fund balances as of August 31, 1970 of the American Institute of
Certified Public Accountants, the American Institute of Certified Public
Accountants Foundation, the American Institute Benevolent Fund,
Inc., and the Accounting Research Association,

Inc. and the related

statements of income and expense and of changes in fund balances for the
year then ended.

Our examination was made in accordance with generally

accepted auditing standards, and accordingly included such tests of
the accounting records and such other auditing procedures as we
considered necessary in the circumstances.
In our opinion, the accompanying statements of assets,
liabilities and fund balances and statements of income and expense and
of changes in fund balances present fairly the financial position of
each of the aforementioned organizations at August 31, 1970 and the
results of their operations for the year then ended, in conformity with
generally accepted accounting principles applied on a basis consistent
with that of the preceding year, except for the changes, which we
approve,

in the method of accounting from the partial accrual to the

full accrual basis and in the accounting for fixed assets as described
in Note 1 of notes to financial statements.

CERTIFIED PUBLIC ACCOUNTANTS

140 Broadway
New York, New York
September 28, 1970
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AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCES
AUGUST 3 1 , 19 7 0

ASSETS
Cash ................................................................................................................................................................................

$

4 8 1 ,2 7 7

M arketable securities— at cost:
Stocks and commercial paper (quoted market $ 2 ,2 4 2 ,1 0 4 ) ................................................................

2 ,2 6 7 ,3 3 7

Bonds (quoted market $ 4 1 2 ,3 7 7 ) .....................................................................................................................

5 9 2 ,9 7 4
2 ,8 60 ,3 1 1

Accounts receivable (less allowance for doubtful accounts, $ 1 0 ,0 0 0 ) ...................................................

6 6 4 ,5 0 5

Due from Accounting Research Association, Inc..............................................................................................

5 8 ,5 6 5

Inventories (Note 2 ) ....................................................................................................................................................

7 3 7 ,3 4 9

Deferred authorship costs and prepaid expenses...........................................................................................

4 1 0 ,2 7 1

Fixed assets— at cost (less accumulated depreciation and amortization) (Notes 1 and 3 ) .................

4 5 9 ,6 5 3
5 ,6 7 1 ,9 3 1

Endowment Fund:
C a s h ............................................................................................................................................................................

452

M arketable securities— at cost (quoted market $ 5 2 7 ,2 7 3 ) ..................................................................

5 4 9 ,1 1 5
$ 6 ,2 2 1 ,4 9 8

LIABILITIES AND FUND BALANCES
Liabilities:
Note payable in $ 5 ,0 0 0 semi-annual installments.....................................................................................

$

2 5 ,0 0 0

Accounts payable and accrued liabilities ............................................................. .....................................

5 9 3 ,6 1 6

Advance dues and registration f e e s ...............................................................................................................

2 ,2 6 9 ,0 9 0

Unearned subscriptions and advertising ........................................................................................................

6 8 2 ,9 9 9
3 ,5 7 0 ,7 0 5

Fund balances:
G eneral Fund:
Appropriated for contingencies ...............................................................................................................

1 ,0 0 0 ,0 0 0

Unappropriated

..............................................................................................................................................

1 ,0 9 6 ,5 1 4

Total G eneral Fund ..........................................................................................................

2 ,0 9 6 ,5 1 4

Elijah W a tt Sells Scholarship F u n d ..................................................................................................................

4,71 2

Endowment F u n d ...................................................................................................................................................

5 4 9 ,5 6 7
2 ,6 5 0 ,7 9 3
$ 6 ,2 2 1 ,4 9 8

The accom panying notes are an integral part o f the finan cial statements.
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AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
STATEMENT OF INCOME AND EXPENSE
YEAR ENDED AUGUST 3 1 , 19 7 0

Income:
Membership dues ..................................................................................................................................................
Allocation from Accounting Research Association, Inc. for accounting research program and
special research expenses.............................................................................................................................
Investment and sundry inco m e..........................................................................................................................
(Loss) on sale of securities..................................................................................................................................

$ 2 ,9 6 6 ,9 0 4

General incom e..................................................................................................................

3 ,5 7 2 ,7 8 2

6 2 2 ,5 6 7
1 9 5 ,4 9 8
(2 1 2 , 187)

Loss from revenue-producing activities:
CPA examinations, magazines, technical publications, and professional development
courses:
Costs (including salaries and overhead a llo c a te d )......................................................................
Gross income ..........................................................................................................................................

5 ,5 1 7 ,0 1 6
5 ,2 9 5 ,3 7 6

Loss from revenue-producing a c tiv ities.....................................................................................

2 2 1 ,6 4 0
3 ,3 5 1 ,1 4 2

Expenses of other activities and projects:
Direct service to members:
The CPA, membership directory, technical publications, library, communications with
members, annual meeting .......................................................................................................................

7 3 8 ,6 7 5

Maintenance o f professional standards:
Accounting research, auditing procedures, ethics, personnel recruiting ......................................
Relations with state societies.............................................................................................................................

1 ,3 2 0 ,6 0 6
1 5 6 ,1 6 7

External relations:
Federal government and taxation, aids to education, universities and other outside groups....

6 8 3 ,4 4 3

Internal affairs:
Council and committees (including Board of Directors), maintenance of m em bership...............

4 3 7 ,6 6 5

Total expenses of other activities and p ro je c ts ......................................................

3 ,3 3 6 .5 5 6

Excess of income over (under) expense:
G eneral Fund ..........................................................................................................................

$ 1 5 ,2 8 4

Elijah W a tt Sells Scholarship F un d .....................................................................................

(698)
$

1 4 ,5 8 6

STATEMENT OF CHANGES IN FUND BALANCES
YEAR ENDED AUGUST 3 1 , 1970

General
Fund
Fund balances, September 1, 1 9 6 9 , as previously re p o rte d ..........

$ 1 ,1 5 9 ,9 1 6

Adjustments to restate accounts (Note 1):
To effect change in method of accounting from partial accrual
to full accrual b asis...........................................................................

4 8 3 , 851

Elijah
Watt Sells
Scholarship
Fund
$ 5 ,4 1 0

Endowment
Fund
$ 5 8 5 ,2 8 8

To capitalize fixed assets at cost, net o f accumulated depre
ciation and amortization ................................................................

4 3 7 ,4 6 3

______

(1 )

Fund balances, as adjusted, September 1, 1 9 6 9 ...............

2 ,0 8 1 ,2 3 0

5 ,4 1 0

5 8 5 ,2 8 7

Excess o f income over (under) expense ..............................................
(Loss) on sale of securities........................................................................
Fund balances, August 3 1 , 1 9 7 0 ............................................

1 5 ,2 8 4

(698)

... $ 2 ,0 9 6 ,5 1 4

The accom panying notes a re an integral part of the fin an cial statements.

(3 5 .7 2 0 )
$ 4 ,7 1 2

$ 5 4 9 ,5 6 7
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AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
NOTES TO FINANCIAL STATEMENTS
AUGUST 31, 1970

1— Effective September 1, 1 9 6 9 the Institute changed its method of accounting from the partial accrual to the
full accrual

basis.

Previously,

publication

and

professional

development

costs, including

authorship

costs,

were

accounted for under a combination of cost recovery and cash basis methods. The effect of this change was to increase
the G eneral Fund balance by $ 4 8 3,8 5 1 as of September 1, 1 9 6 9, and to increase the excess of income over expense
for the year ended August 3 1 , 1 9 7 0 by $ 2 3 3 ,2 2 0 .
The Institute also changed its method of accounting for fixed assets, which previously had been expensed when
acquired. Effective September 1, 19 6 9 such assets were capitalized net of accumulated depreciation and amortization
based on estimated useful lives. The effect of this change was to increase the General Fund balance a t September 1,
1 9 6 9 by $ 4 3 7 ,4 6 3 and to increase the excess of income over expense for the year ended August 3 1 ,

1 9 7 0 by

$ 2 2 ,1 8 9 .

2— Inventories at August 3 1 , 1 9 7 0 carried at the lower of cost or market consisted of:
Paper and material stock ...............................................................................................................

$ 9 9 ,9 1 7

M agazines and publications in process.....................................................................................

86,421

Printed magazines and publications and professional development course m aterial....

5 5 1 ,0 1 1
$ 7 3 7 ,3 4 9

3 — Fixed assets at August 3 1 , 19 7 0 consisted of:
Furniture and equipm ent..................................................................................................................

$ 3 6 5,8 8 1

Leasehold improvements ..................................................................................................................

3 6 1 ,3 6 2
7 2 7 ,2 4 3

Less accumulated depreciation and amortization ...................................................................

2 6 7 ,5 9 0
$ 4 5 9 ,6 5 3

Depreciation and amortization charged to operations for the year was $ 7 7 ,4 3 5 , computed on the straight-line
method.

4 — The Institute is liable under several leases expiring in 19 7 4 and 19 7 8 for office and storage space at an
aggregate annual rental of approxim ately $ 5 0 6 ,0 0 0 plus escalation charges. A portion of the office space is rented
to others under a sublease expiring November 1 9 7 0 . N et rent expense for the fiscal year ended August 3 1 , 1 9 7 0
was approxim ately $ 4 4 7 ,0 0 0 .

5— The Institute has a retirement plan covering a majority of employees. Pension expense relating to the plan
amounted to approxim ately $ 2 1 4 ,0 0 0 for the fiscal year ended August 3 1 , 1 9 7 0 . Although contributions to the plan
may be terminated by the Institute at any time, if is the Institute’s policy to fund pension costs accrued. The currently
estimated amount required to complete the funding of past service costs under the plan is $ 3 8 6 ,0 0 0 , which is being
funded over a 3 0 -y e a r period.
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AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS FOUNDATION
STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE
AUGUST 3 1 , 1 9 7 0

ASSETS
Cash .................................................................................................................................................................................

$

7 /5 3 6

M arketable securities— at cost (quoted market $ 2 3 0 ,2 3 2 ) .................................................................. .....

2 4 1 ,5 7 9

Receivables ....................................................................................................................................................................

1 ,3 3 0
$ 2 5 0 ,4 4 5

LIABILITIES AND FUND BALANCE
Liabilities:
Accounts payable ............................................................................................

......................................

$

2 25

Fund balance:
Accounting research program ..........................................................................................................................

1 4 ,5 0 7

Library ................................................................................................................................. ....................................

95,171

John L. Carey Fund ...............................................................................................................................................

9 2 ,6 7 5

Accounting Education Fund for Disadvantaged Students........................................................................

4 7 ,8 6 7

Total fund balance .........................................................................................................

2 5 0 ,2 2 0
$ 2 5 0 ,4 4 5

STATEMENT OF CHANGES IN FUND BALANCE
YEAR ENDED AUGUST 3 1 , 1970

Additions:
Investment income, less custodian f e e s .........................................................................................................

$ 10,591

(Loss) on sale of securities..................................................................................................................................

(1 1 ,9 8 1 )

Contributions received:
Support of accounting research program ................................................................................................

450

John L. Carey F u n d ..........................................................................................................................................

3 ,3 0 3

Accounting Education Fund for Disadvantaged Students...................................................................

4 8 ,0 6 0
5 0 ,4 2 3

Deductions:
Contribution to American Institute of Certified Public Accountants for library expenses............

4 ,2 1 9

N et increase in fund ........................................................................................................

4 6 ,2 0 4

Fund balance, September 1, 1 9 6 9 ........................................................................................................................

2 0 4 ,0 1 6

Fund balance, August 3 1 , 1 9 7 0 ...................................................................................

$ 2 5 0 ,2 2 0
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AMERICAN INSTITUTE BENEVOLENT FUND, INC.
STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE
AUGUST 3 1 , 19 7 0

ASSETS
Cash .................................................................................................................................................................................

$ 1 9 ,1 7 7

M arketable securities— at cost (quoted market $ 3 8 9 ,7 9 5 ) ........................................................................

3 9 3 ,9 0 9

Receivables ....................................................................................................................................................................

2 ,3 3 8

Notes and mortgages receivable (less allowance for doubtful notes, $ 3 ,6 0 0 ) ...................................

1 3 ,0 9 7
$ 4 2 8 ,5 2 1

LIABILITIES AND FUND BALANCE
Liabilities:
Accounts payable ..................................................................................................................................................
Fund balance ...............................................................................................................................................................

$

900
4 2 7 ,6 2 1

$ 4 2 8 ,5 2 1

STATEMENT OF CHANGES IN FUND BALANCE
YEAR ENDED AUGUST 3 1 , 19 7 0

Additions:
Contributions

..........................................................................................................................................................

$ 2 1 ,8 4 7

Investment income .................................................................................................................................................

1 9 ,2 5 6

(Loss) on sale of securities..................................................................................................................................

(3 2 ,5 9 1 )

Sundry incom e..........................................................................................................................................................

4 ,5 8 0
1 3 ,0 9 2

Deductions:
Assistance to m em bers..........................................................................................................................................

3 9 ,7 2 8

Stationery, printing, and other expenses ........... .........................................................................................

2 ,3 4 7
4 2 ,0 7 5

N et decrease in fu n d ........................................................................................................

(2 8 ,9 8 3 )

Fund balance, September 1, 1 9 6 9 ........................................................................................................................

4 5 6 ,6 0 4

Fund balance, August 3 1 , 1 9 7 0 ...................................................................................

$ 4 2 7 ,6 2 1
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ACCOUNTING RESEARCH ASSOCIATION, INC.
STATEMENT OF ASSETS, LIABILITIES AND FUND BALANCE
AUGUST 3 1 , 19 7 0

ASSETS
Cash .................................................................................................................................................................................

$

8 ,1 7 8

M arketable securities— at cost (quoted market $ 2 2 5 ,0 0 0 ) ........................................................................

2 3 2 ,0 0 0

Receivables ....................................................................................................................................................................

19,771
$ 2 5 9 ,9 4 9

LIABILITIES AND FUND BALANCE
Liabilities:
Due to American Institute of Certified Public Accountants......................................................................

$ 5 8 ,5 6 5

O ther accounts payable .....................................................................................................................................

5 ,7 6 2

Dues paid in advance ..........................................................................................................................................

1 8 6 ,4 8 3
2 5 0 ,8 1 0

Fund balance ...............................................................................................................................................................

9 ,1 3 9
$ 2 5 9 ,9 4 9

STATEMENT OF CHANGES IN FUND BALANCE
YEAR ENDED AUGUST 3 1 , 19 7 0

Additions:
Dues ............................................................................................................................................................................

$ 5 0 9 ,3 2 1

Investment income ..................................................................................................................................................

2 6 ,6 9 8
5 3 6 ,0 1 9

Deductions:
Accounting research program ..........................................................................................................................

6 2 2 ,5 6 7

Membership promotion ......................................................................................................................................

9 ,2 0 5

Special reports to m em bers................................................................................................................................

1 7 ,5 2 8

Stationery, supplies, and other expenses.....................................................................................................

6 ,6 6 0
6 5 5 ,9 6 0

Net decrease in fu n d ................... ...................................................................................

(1 1 9 ,9 4 1 )

Fund balance, September 1, 1 9 6 9 .......................................................................................................................

1 2 9 ,0 8 0

Fund balance, August 3 1 , 1 9 7 0 ...................................................................................

$

9 ,1 3 9
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Ethics division revises opinion on data processing services
T h e division of professional ethics recently
issued a revision of ethics Opinion N o. 7. T h e
new text follows:

Opinion No. 7: Data processing and other
services of a type performed by public
accountants
1. Services offered to the public

A member who performs for the public data
processing and any other services of a type per
formed by public accountants must observe the
bylaws and Code of Professional Ethics, even
though services of this type might also be offered
by nonprofessional commercial enterprises not
bound by the profession’s ethical rules.
Rule 4.06 provides that a member may offer
such services only in the form of either a pro
prietorship, partnership or professional corpora
tion or association whose characteristics conform
to resolutions of Council. However, this rule
does not prohibit a member from having a finan
cial interest in a commercial corporation which
performs such services for the public and whose
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characteristics do not conform to resolutions of
Council, provided such interest is not material
to the corporation’s net worth, and his interest
in and relation to the corporation is solely that
of an investor.
2. Services offered solely to practitioners

The offering of the services described in para
graph No. 1 solely to practicing public account
ants who are regulated by state law is not
considered to be offering accounting services to
the public; accordingly, a member would not be
prohibited by Rule 4.06 from becoming an offi
cer, director, stockholder or agent of a corpora
tion so engaged whose characteristics do not
conform to resolutions of Council. Such corpora
tions would not be prohibited from having nonCPA stockholders since services are rendered,
not to the public directly, but through practition
ers who must observe rules of professional con
duct. Since advertising comes to the attention of
the public, it would be permissible to circularize
other practitioners, only in letter form, announc
ing the availability of these services for their
clients’ benefit.

1970

The CPA is the membership bulletin of the Ameri
can Institute of Certified Public Accountants, Inc.
666 FIFTH AVENUE, NEW YORK, N. Y. 10019

Second-class postage paid at New York, N. Y.

DECEMBER 1970

Armstrong emphasizes professional development at State Society Planning Conference
Pressing problems of the accounting profession and its major objectives were
discussed by AICPA President Marshall S. Armstrong at the fifth annual
State Society Planning Conference in Denver, Colorado, on November 4-6.
Attending the conference were 82 presidents-elect and executive directors of
47 state CPA societies. The purposes of the planning session were to provide
an opportunity for the participants to discuss ways of improving the manage
ment of their state societies and to promote coordination of the programs and
activities of the societies and the American Institute.
Mr. Armstrong said that problems and objectives are "often the opposite
sides of the same coin. For example, if the problem is unprofessional behavior,
the goal should be to achieve greater statesmanship. If the problem is lack of
public understanding. . . then the goal must be winning recognition of our
contributions to society.. . . And these are some of the problems and goals we
must face up to . . . as individuals and as members of a firm, of a state society,
of the American Institute and of the profession.”
Professional development. Keeping up to date through professional develop
ment programs enables the individual CPA to face such problems and goals.
He cannot ignore the need for PD, Mr. Armstrong stressed. “The informa
tion explosion is shaking every corner of the business world. Those who can’t
or won’t keep up with the new developments will be left at the wayside.”
Mr. Armstrong emphasized that it will continue to be most important that
the AICPA and the societies "bend every effort toward constantly improving
the program. For the Institute’s PD division, the challenge is to keep the pro
gram authoritative and up to the minute, not only in content but in manner of
presentation as well.
"For the state societies, the challenge is to stay abreast of their members’
needs, to arrange for the programs that will be most helpful to them, and then
to publicize what is being offered and to urge members to take advantage of it.
One unmistakable sign that a society is truly serving its membership,” he said,
"is the extent of participation by its members in professional development.
Unless the society is deeply committed to professional development, most
members won’t be, either.”
State societies' roles. The state society plays a major role in other important
areas, Mr. Armstrong continued. "In recruitment,
( continued on page 3)
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fro m th e P re sid e n t
MARSHALL S.
ARMSTRONG

The cost of progress
At the Institute’s annual meeting, I observed
that the decade of the sixties was the profession’s
time to mature; I went on to predict that the
1970’s would be our time to excel.
We enter the decade of the seventies alert to
new opportunities and ill-served needs, among
them these:
• The new project to coordinate the develop
ment of a time-sharing computer system for stor
ing and retrieving accounting information could
reduce the practitioner man-hours spent in re
searching an accounting issue by perhaps 35 per
cent, as well as eliminate the needless duplica
tion of accumulating, indexing and filing such
data in each of our firms.
• A planned acceleration in auditing research
could examine whether methods and techniques
which we accept out of long experience are still
producing desired results— an essential ques
tion, I think, in light of the growing importance
and use of independent audits.
• The establishment of regional training cen
ters could enable more practitioners to avail
themselves of the educational necessities of pro
fessional life.
• Cohesiveness and unity throughout the pro
fession could be strengthened by devoting more
attention to our internal welfare—that is, actu
ally developing through communication an un
derstanding of what we share and a more sensi
tive attitude concerning our impact on each
other.
• The Institute’s prominence in accounting
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principles, federal taxation and management ad
visory services could be enhanced by clearly de
lineating our technical standards and complying
with them. The proposed restatement of the
Code of Professional Ethics calls for both.
But as we strive to make the decade of the
seventies our time to excel, we will be faced with
the cost of progress.
I want to emphasize what I said to our mem
bers at the annual meeting last September:
"The attainment of all these goals— and of
others which might have been cited—will re
quire sustained effort on the part of many mem
bers. This contribution by members of their time
and talent is one of the great unrecorded assets
of the Institute.
"The work of volunteers, however, needs to
be supplemented by a first-rate staff; and the pro
grams instituted by committees, aided by staff,
often require at least an initial investment of
funds.
"Thus the Institute must be adequately fi
nanced.”
Even without new programs to take advantage
of opportunities or respond to ill-served needs,
the Institute’s flow of funds warrants attention
now. Worthwhile services are being deferred.
Although well over half the Institute’s current
funds are generated by revenue-producing activi
ties, dues continue to provide an essential flow
of funds. Two years ago, when our dues sched
ule changed, it was hoped that the new schedule
would permit the Institute to operate in the black
at least four years. However, the need for addi
tional income will occur at the beginning of the
next fiscal year, 1971-72, one year earlier than
anticipated. This can be attributed to a much
higher level of inflation than had been expected,
and also to the desire to satisfy some needed ex
pansion in service to the profession.
Since the last dues increase became effective a
little more than two years ago, the Consumer
Price Index has increased an average of ½ per
cent each month. Over the same period, the
Wage and Salary Index for New York has ad
vanced somewhat more. ( continued on page 4)
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Institutional ad as one-man recruiting aid
One of the AICPA’s institutional recruiting
ads has been reduced in size for use by CPAs who
are asked by high schools to buy ad space in year
books and newspapers. The 3½ " x 5 " ad, which
emphasizes the variety of roles performed by the
CPA, would fit on a quarter page of a standard
sized yearbook or across two columns in a news
paper.
According to the Institute public relations
office, the ad can be viewed as one individual’s
efforts to bring to qualified high school students
some information about the profession. Sug
gested as an alternative to the usual "Compli
ments of a friend” ad often used by practitioners,
the new ad should be an effective recruiting aid
without being in violation of the rule against
advertising.
This ad and the eight larger ones described
in earlier issues of The CPA (Oct.69, p. 11 and
Feb.70, p.5) are part of a continuing campaign
begun in 1968 to recruit qualified people to the
profession and to inform students about the na
ture of services rendered by CPAs.
The new ad is available at no cost through the
AICPA public relations office. Members inter
ested should specify whether they want a repro-

Planning conference ( from page 1)
for example, it is the societies’ members who can
talk to educators and students in high schools and
colleges across the country, who can place recruit
ing ads with papers and radio and television
stations. The Institute can develop recruiting aids
and policy, but the societies carry the major bur
den of recruiting for the profession.
"Similarly, if we are ever to have uniformity
of legislation affecting accountancy, it will come
about through the efforts of the societies. John
Jones, state legislator, doesn’t pay much heed to
what I believe or to the pronouncements of the
American Institute. But he does care about what
you believe— especially if you are active in a
strong state society.”
More than any other agency, he said, the state
society can "encourage a sense of fraternity
among us— an atmosphere of professional civil
ity. In this connection, for example, the subject
of displacement of firms is a touchy one. And I

A reminder to recipients
of tax questionnaire

Those members who received the ques
tionnaire mailed by the AICPA tax divi
sion on December 7 are urged to fill out
the forms carefully and return them by
the January 8 deadline.
The purpose of the questionnaire is to
obtain information on the nature of tax
practice today, on what is expected in
the future and on the CPA’s role in tax
practice. More than 8,500 question
naires were sent to a random sample of
Institute members and firms.
According to the transmittal letter of
AICPA President Marshall S. Armstrong,
changing circumstances indicate a need
for planning if CPAs are to maintain and
improve their position in tax practice. The
information received from the question
naires will help the Institute plan for its
future programs in taxation.
duction proof of the recruiting ad for printing
by offset or a mat for printing by letterpress.

think it is one which would be ameliorated, to a
considerable degree, by such an atmosphere.. . . ”
In concluding his address, Mr. Armstrong
outlined some of the projects the Institute has un
dertaken recently in the areas of accounting
principles, auditing procedures and concurrent
membership.
Workshops. The participants also heard addresses
by Leonard M. Savoie, AICPA executive vice
president, and John Lawler, AICPA administra
tive vice president. Mr. Lawler, along with Nancy
Myers, manager of AICPA state society relations,
presented a workshop on AICPA-state society
coordination for executive directors. A major ses
sion of the planning conference was a workshop
on state society management which was con
ducted by James L. Hayes, executive vice presi
dent of the American Management Association.
The participants explored case studies in state
society management in small group discussion
sessions.
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The cost of progress ( from page 2)
The latter statistic is significant because salaries
and related payroll costs represent nearly half
of our budget. If these two indexes rose no
further, their application would reduce the pur
chasing power of projected dues receipts for next
year by about $450,000— a major portion of the
projected cash deficit at the end of the next fiscal
year. The forecast, incidentally, does not include
the cost of the Accounting Principles Board and
related research even though the general mem
bership clearly has a stake in this program; the
Accounting Research Association, as it has in the
past, is expected to relieve the regular budget of
well over a half million dollars for these pro
grams next year.
What other factors have been involved in cre
ating our financial problem? One of them has
been the acquisition of a number of top-level ad
ministrative and technical employees— a further
strengthening of the Institute’s staff strongly rec
ommended by the committee on structure. In
addition there have been increases in a number
of our regular operating costs— each of them
rather modest taken alone, but sizable in total.
What should be done about it?
The planning and finance committee of the

Board of Directors is examining several alter
natives. They are considering, for example,
whether the Institute’s program ought to be cur
tailed further despite the resulting impairment
in the capacity of the Institute to advance and
protect the best interests of the profession. They
are considering an invasion of the $1 million
contingency fund despite the fact that it is but
one-tenth of the Institute’s annual flow of funds
and is insufficient to cover risks which the Insti
tute should be ready to assume. Finally, they are
considering an adjustment in the dues structure
a year earlier than planned.
One of the Institute’s objectives, recommended
originally by the committee on structure, is to
sustain itself as an organization of distinction.
The structure committee was convinced that the
Institute had "the resources to move with assur
ance in meeting the ever-growing needs of the
profession.” This has been true in the past.
But it will continue to be true only if the plan
ning and finance committee and the Board of
Directors are prepared to make some hard de
cisions in formulating a recommendation for the
governing Council. The decisions of Council, in
turn, will need the support of the membership
if the profession is to excel in the decade ahead.

Ten years ago in The CPA
Bankers, next to clients, may be the most
important group of "consumers” of pro
fessional accounting services.. . .
In October, the Institute sent a letter to
all the 15,000 commercial banks in the
United States, enclosing a leaflet entitled
“The Certified Public Accountant,” which
briefly explained the significance of the
CPA title. . . . The response was gratify
ing. Many bankers wrote personal letters
expressing their admiration for the CPA
profession. A few expressed friendly
criticism. . . .
A recent survey by the Institute indicated
that 73 per cent of bank loan officers
queried regularly request an independ

ent audit before granting a loan. Many
of these bankers, however, would like
more information than they are getting,
and would like more frequent personal
contact with CPAs.
The moral of all this, it seems to me, is
that, individually and through their so
cieties, CPAs should never permit them
selves to become so busy with other
matters that they neglect relations with
bankers— who might be described as
the CPAs’ best friends, if sometimes their
severest critics.
From the executive director,
John L. Carey
The CPA, December 1960

Twelve months after tax reform ...
leading professionals tell you what it all means

Analysis of the
Tax Reform Act of 1969
The impact of the Tax Reform Act of 1969 will start to be most strongly
felt during the coming tax season. It is therefore most important that CPAs
have a working knowledge of the Act— particularly in terms of its prac
tical effects and tax planning opportunities.
A n a l y s is o f t h e T a x R e f o r m A c t o f 1969— a new book just pub
lished by the American Institute— offers you invaluable help in this
respect. Its comprehensive series of interpretative articles— written by
distinguished tax accountants and attorneys— explains how the Act’s
major provisions affect various types of taxpayers— both corporate and
noncorporate.

Each of the book’s 21 authoritative articles, all of which originally
appeared during the past year in The Tax Adviser, deals with a specific
subject area of major importance and interest. You will learn, for example,
how the Act has changed the tax rules for capital gains . . deferred com
pensation . . tax shelters . . accumulation trusts . . charitable contributions
. . stock redemptions . . depreciation and amortization . . and unrelated
business income (to mention just a few).
In every instance, the authors analyze the technical provisions involved
and uncover any “sleepers” which could benefit— or hurt— your client’s
or your company’s tax position. Using frequent illustrations, they also alert
you to new tax planning opportunities that have developed and warn you
about planning approaches that may previously have been profitable but
are now ineffective or unacceptable.
Even if you originally saw these articles in The Tax Adviser, you are
sure to appreciate the value of having all this related material available
in a single convenient volume. Every CPA who is at all concerned with
taxes is sure to use this rich source of information and advice time and
again for both study and reference during the busy months ahead.
Paper bound, $7.50 list.

DISCOUNT PRICE TO AICPA MEMBERS $6.00
PLEASE TURN THE PAGE FOR A LIST OF THE 21
ARTICLES INCLUDED IN THIS IMPORTANT NEW VOLUME

ANALYSIS OF THE TAX REFORM ACT OF 1969
brings together these 21 outstanding articles
by leading ta x professionals—
Checklist-Summary of the T ax Reform A ct of 1969
William T. Barnes
Noncorporate Taxpayers (in two parts) Stuart R. Josephs
Maximum Tax on Earned Income
Peter Elder and James F. Kennedy
Deferred Compensation Stuart R. Josephs
A Minimum Tax on Tax Shelters (in two parts)
Solon F. O’Neal, Jr.
Excess Investment Interest Arthur J. Dixon
Charitable Contributions Leonard A. Rapoport
Accumulation Trusts Bernard Barnett
Capital Gains and Losses Gayford L. Hinton, Jr.
Stock Redemptions Albert I. Vatske
Stock Dividend Rules Herbert Sirowitz
Antitrust Violations John M. Skilling, Jr.
Excise Tax: Constructive Sales Price Thomas H. Varner
Financial Institutions (in four parts) Melvin L. Hamlin
Insurance Companies John Bernauer
Natural Resources W. Kelly Clifford

,

Depreciation and Amortization Forrest W. Brown Jr.
A Checklist Summary on Private Foundations T. Milton Kupfer
Private Foundations (in five parts) William J. Lehrfeld
Debt-financed Corporate Acquisitions and Related Problems
Stephen Epstein and Benson J. Chapman
Unrelated Business Income T ax Levon C. Register

AN AICPA MEMBER DISCOUNT ORDER FORM
APPEARS O N THE BACK PAGE OF THIS INSERT

Just published—the 16th annual edition of a unique tax guide

W orking W ith the Revenue C o d e —1971
EDITED BY DON J. SUM MA, CPA

Changes effected by the Tax Reform Act will make this tax season more
difficult than usual. Even the most experienced CPA will have to approach
the Internal Revenue Code with renewed caution and with all the up-todate advice he can acquire.
Working With the Revenue Code— 1971 should therefore prove to be
a most useful reference. In its pages, seasoned tax advisers examine and
explain some of the more important and difficult provisions of the Code.
And they offer sound specific advice on how best to handle various per
sonal and business tax problems . . avoid new or hidden pitfalls . . and
achieve real tax savings.

Written concisely and to the point, this practical reference offers you
instant access to a wealth of facts, interpretations and advice. The 1971
edition will bring you 289 separate items selected from the Tax Clinic
departments of The Tax A dviser and, previously, of The Journal of A c 
countancy. Selections were made on the strength of current pertinence as
well as maximum interest and usefulness. And all of the material has been
carefully examined and revised where necessary in the light of changes
effected by the Tax Reform Act.
Every item in Working With the Revenue Code— 1971 is arranged and
cross-referenced according to Code section. This feature together with
the detailed table of contents, subject index and case table all add up to
a convenient reference which you are certain to appreciate and use time
and again during the busy months ahead. Paper bound, $5.00 list.

DISCOUNT PRICE TO AICPA MEMBERS $4.00
YOU WILL GET USEFUL FACTS AND PROFESSIONAL ADVICE
IN EVERY ONE OF THESE M AJOR AREAS OF INTEREST

Computation of Tax. . Gross Income. . Personal Exemptions and Dependents
. . Corporate Distributions & Adjustments . . Deferred Compensation . .
Accounting Periods and Methods of Accounting . . Exempt Organizations . .
Corporations Used to Avoid Income Tax on Shareholders. . Natural Resources
. . Income Taxes on Estate, Trusts, Beneficiaries and Decendents . . Partners
and Partnerships . . Taxes on Foreign Income . . Gain or Loss on Disposition
of Property . . Capital Gains and Losses . . Readjustment of Tax Between
Years and Special Limitations . . Election to Have Corporation Income Taxed
to Shareholders . . Consolidated Returns . . Procedure and Administration . .
Estate Planning.
Fully Indexed.

SEE NEXT PAGE FOR SPECIFIC EXAMPLES A N D ORDER FORM

The 1971 Edition of Working With the Revenue Code offers a
w ealth of specific new ideas that can benefit you and
your clients in the coming tax season.

Here are just a few of the new items . . .
Deduction of Interest on Term Savings Accounts and Certificates of
Deposit (Sec. 163)
Charitable Contributions by Closely Held Company (Sec. 170)
Report Unaccounted for Entertainment Expense on Employee’s W-2, Not
Form 1099 (Sec. 274)
Benefit Plans in a Reorganization (Sec. 402)
A Pledge Need Not Be A Disposition (Sec. 453)
Ruling Barring Inventorying of Real Estate Questioned (Sec. 471)
Foreign Trusts Still Present Tax Savings Possibilities (Sec. 651-63)
Closing the Partnership Taxable Year With Respect to a Corporate
Partner (Sec. 706)
Short Sales Beneficial During Consolidated Return Period (Sec. 1233)
“Quickie” Refund of Estimated Tax Overpayments (Sec. 6425)
Capital Loss Carrybacks and Personal Holding Companies (Sec. 545)
Election of LIFO After Financial Statements Issued on Different Basis
(Sec. 47 2 )
“Separation from Service” For Capital Gain on Lump Sum Distribution
from Employees’ Trust (Sec. 40 2 )

AICPA MEMBER DISCOUNT ORDER FORM
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
666 FIFTH AVENUE, NEW YORK, N. Y. 10019

Gentlemen: Please send, postpaid, the material indicated below— at the
AICPA member discount prices shown.
____ A n a l y s is

of th e

____ W o r kin g W it h

T a x R e f o r m A c t of 1969 (0102) @ $6.00 each.

the

R e v e n u e C o d e — 1971 (0 7 5 1 /7 1 ) @ $4.00

each.
MEMBER’S N A M E------------------------------------------------------------------------------------- — -----FIR M ----------------------------------------------------------------------------------------------------------------- —
(if part of mailing address)
AD D RESS-------------------------------------------------------------------------------------------------------- —
C IT Y ---------------------------------------------------- STA TE----------------------------------- ZIP
(Please add 6 percent sales tax in New York City. Elsewhere in New
York State, add 3 percent state tax plus local tax if applicable.)
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1970 state conference reviews developments in accountancy legislation
"Because of the nature of their work, CPAs
are not generally found in legislatures—with the
result that legislators have little or no concept of
the profession. It is therefore up to you to get to
know these people and to educate them.” The
speaker, Missouri State Senator Richard H.
Webster, was addressing the representatives of
44 states who attended the closing luncheon of
the Fourth National Conference on State Legis
lation held in St. Louis on October 11-13.
Sponsored by the Institute’s committee on
state legislation, the conferences are held bien
nially both to alert states to legislative devel
opments affecting the profession and to provide
a forum for exchanging views on state legislative
policies and activities. This year’s convention
was attended by 111 members of state CPA so
cieties and state boards of accountancy in ad
dition to members of the AICPA legislative
committee and Institute staff. The conference
covered the following subjects: technician legis
lation, state society legislative problems and cur
rent matters affecting legislation.
William T. Diss, the general chairman of the
conference and chairman of the Institute’s legis
lation committee, opened the session on tech
nician legislation with a discussion of the
methods used by state affiliates of the National
Society of Public Accountants to secure the crea
tion of additional classes of accountants that are
subject to state regulation. A panel moderated
by Mr. Diss then discussed the means employed
in the panelists’ states to obtain the defeat of
such legislation. Participants were Henry J.
Lunnemann, 1969-70 chairman of the Missouri
Society’s legislation committee; Clifford C. Beas
ley, executive director of the Florida Institute of
CPAs; and Nolen Allen, a member of the
AICPA’s state legislation committee from Ken
tucky.
Willard G. Bowen, immediate past president
of the National Association of State Boards of
Accountancy, spoke at the Monday luncheon on
"Uniformity—A Goal or a Dream?” He re
viewed the inconsistencies in the states’ account
ancy laws, and the resulting inequities, and
urged adoption of uniform accountancy legisla
tion.
At the session on state society legislative pro
grams, Martin R. Haley, legislative consultant

to the AICPA committee, outlined the proce
dures a society should follow when imple
menting a legislative program. He stated that
lobbying is crucial to the success of any legisla
tive effort.
On the last day of the conference, the follow
ing speakers discussed current matters affecting
legislation:
• James F. Strother, attorney with Covington
and Burling, AICPA legal counsel, reviewed
the factors to be considered by a CPA firm con
templating practice in corporate form. He also
explained the significance of the amendments to
the Institute’s Form Bill that permit corporate
practice.
• Elmer G. Beamer, chairman of the AICPA
ad hoc committee on continuing education, con
sidered the question of whether continuing edu
cation should be a professional requirement.
• Robert I. Cory, 1969-70 chairman of the
Kansas Society’s legislation committee, described
the impact, on accountancy legislation intro
duced in the Kansas legislature last year, of the
recommendations of the AICPA committee on
education and experience requirements for
CPAs.

Top scorers on the November 1969 and M ay 1970
CPA examinations flank Andrew P. Marincovich
(standing, c.), Board of Examiners chairman, after
he presented them with the Elijah W att Sells Awards
at the AICPA annual meeting. They are (l. to r.): seated
— John H. Gilbert (gold medal, November exam),
Lloyd W . Born (silver medal, M ay exam); standing—
Alan W . Perry (silver medal, November exam) and
John W . W hite (gold medal, M ay exam).
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Trade magazines publish articles on CPAs'services to small, medium-sized business
Articles, prepared by the Institute’s public re
lations office, outlining the benefits a CPA brings
to the small and medium-sized business have be
gun to appear in trade magazines directed to
various groups of retailers and service compa
nies. All the articles cover essentially the same
material but have been tailored to the readership
needs of the respective publications.
The version that appeared in Mobile Home/
Recreational Vehicle Dealer was headed: "More
and more businessmen have come to realize that
good accounting procedures produce informa
tion that gives a detailed picture of operations
which might go unnoticed.”
The American Druggist led off its version of
the article with: "Romance your accountant— he
can be very important to your pocketbook!”
Similar articles have also appeared in Amer
ican Drycleaner and have been requested by
Modern Beauty Shop Magazine, Florist, Gaso-

Members urged to order
1971 CPA exam supplements now

Members who wish to receive the 1971
CPA Examination Supplements to The
Journal of Accountancy should place
♦heir orders with the AICPA as soon as
possible. The semiannual supplements,
which present the complete text of each
of the most recent Uniform CPA Exami
nations, unofficial answers and study
references, are available on a subscrip
tion basis at $1.50 a year. The exam
given in November is covered by the
supplement published the following Feb
ruary, and the May exam is published the
following August.
Each member interested in receiving the
supplements containing the November
1970 and May 1971 exam questions
and unofficial answers should be sure
to give his name and address exactly as
it appears on the back page of this issue
of The CPA and to enclose his remittance
with the order. Members will not be re
ceiving order forms by mail, as has been
the practice in previous years.

line Retailer and The Sporting Goods Dealer.
The articles explain the services of a CPA,
pointing out that while he is not a bookkeeper
he can help a businessman set up an efficient
bookkeeping system.
They note the differences between cash and
accrual accounting and emphasize the useful
ness of good accounting procedures in minimiz
ing taxes, uncovering weaknesses in internal
controls, planning, managing inventory and de
termining optimum inventory mix.

Summer internship program for minority
accounting students goes into third year
Firms that would like to arrange a summer
internship for next summer for an ethnic minor
ity accounting major just finishing his junior
year should notify the Institute—unless they
were already in the program last year.
This program, which is sponsored by the In
stitute’s committee for recruitment from disad
vantaged groups, is now going into its third
year. The support it has received and its growth
reflect the satisfaction of firms, college faculties
and students. During last summer, 56 firms and
46 colleges participated. A very high percentage
of these summer interns are offered positions as
staff assistants, to begin after graduation.
A survey conducted by the Institute’s commit
tee for recruitment from disadvantaged groups
showed that 60 large firms provided 52 summer
internships to black college students during
1969; 127 during 1970. The number of intern
ships for Hispanic-Americans rose from 21 in
1969 to 25 in 1970.
Some accounting firms arrange such intern
ships directly with the colleges and students,
without using the Institute's service. A firm that
does use the Institute’s service is sent over a hun
dred resumes of students who are recommended
by their professors for public accounting work.
The Institute’s committee designed the pro
gram to aid firms in recruiting, and also to help
integrate the accounting profession "in fact as
well as in ideal,” as charged by the Institute’s
Council.
Notice that a firm wishes to participate should
be sent to Institute headquarters, to the attention
of John Ashworth, special projects manager in
the examinations division.
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Member is expelled from Institute
A sub-board of the Institute’s Trial Board met
in New York on March 2 5 , 1970, to consider the
case of Stanley Broskie, One North Harrison
Street, East Orange, New Jersey. The charges
of the ethics committee were that Mr. Broskie
had been convicted on his plea of guilty of the
crime of conspiracy to violate state statutes pro
hibiting the unlawful taking of fees or rewards
by public officials not allowed by law for per
forming their duties as public officials, thereby
rendering him liable to expulsion from the Insti
tute pursuant to the provisions of Article V, Sec
tion 5 of the bylaws; and that his certificate as a
CPA had been revoked, thereby rendering him
liable to expulsion or suspension from the Insti
tute pursuant to the provisions of Article V,
Section 4 ( f ) .
Mr. Broskie represented himself at the subboard hearing.

The sub-board decided that the charges had
been proved and that Mr. Broskie should be ex
pelled from membership in the Institute. Since
no request for review of the sub-board decision
was received within the time permitted, the de
cision became effective on April 25, 1970.

The sub-board in each case decides
whether the name o f the respondent shall be
published in The CPA.
E d. N o t e :

NASBA reports that ethics exams are given
to CPA candidates in 3 3 jurisdictions
Thirty-three of the 54 jurisdictions now give
an examination in professional ethics to all can
didates for the CPA certificate, largely through
the efforts of the National Association of State
Boards of Accountancy. In a report of the
NASBA committee on professional ethics, sub
mitted at NASBA’s annual meeting last Septem
ber, the committee’s chairman, Joseph L. Brock,
stated that NASBA’s future role would appear
to be that of encouraging the remaining 21
states to adopt such an examination "as a step
toward improvement of standards of profes
sional practice in the United States.”
It was the opinion of the committee that it
should continue to accumulate a stockpile of
suitable questions for ethics examinations for
those state boards requesting them and that

Recruiting booklet is available
The Institute’s latest career publication,
W e Are Involved, is a 32-page booklet
intended to attract academically out
standing college students to the account
ing profession. We Are Involved, aimed
directly at the quality college student,
reflects a recommendation by the Insti
tute’s committee on development of in
terest in public accounting careers that
the profession emphasize quality more
than quantity in its recruiting efforts.
This publication discusses the require
ments for entering the profession and
presents some daily activities of four
CPAs and one consultant in a manage
ment services division of a large firm.
The diversity of the work, the opportu
nities and rewards found in the profes
sion and the social role of the accountant
are stressed. The editor is John Ashworth,
AICPA examinations division.
W e Are Involved is available to ac
counting firms for use in their campus
recruiting efforts and as a supplement in
accounting classes. The price is $.75 a
copy, with a 2 0 % AICPA member dis
count applicable when four or more
copies are ordered. A 4 0 % discount is
available to schools and teachers; the
usual discount for quantity (up to 4 0 %
for 1,000 or more copies) apply.

NASBA should play an essential part in achiev
ing uniformity in rules of professional ethics
throughout all jurisdictions.
Mr. Brock reported that in the next year the
ethics committee should:
• "Prepare a compilation of differences in
rules of professional ethics between states.
• "Seek an official position of NASBA in sup
port of or in opposition to each of these rules.
• "U rg e each state board to consider
NASBA’s position.”
The committee also recommended that it work
closely with other committees and other profes
sional organizations toward these ends.
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ARA elects officers, changes bylaws, reports on membership
At the meeting of the Board of Trustees of
the Accounting Research Association, Inc., in
New York on September 20, Board members
elected the following slate of officers for 197071: Samuel A. Derieux, president and chairman
of the Board; Walter J. Oliphant, vice president
and Board vice chairman; and Paul Lambert, Jr.,
secretary-treasurer. The Board also appointed
AICPA staff members George C. Taylor and
David H. Lanman, Jr., assistant treasurer and
assistant secretary, respectively.
An amendment to the bylaws allowing em
ployees of ARA member firms to join the ARA
as individual members was approved. Article II,
Section 2.02, now reads as follows:
"Any certified public accountant who is a
member, international associate or associate of
the [AICPA] shall be eligible to become an indi
vidual member of the Association upon the terms
and conditions prescribed in these bylaws unless
he is a partner, proprietor or an employee of a
firm of certified public accountants which is a
nonmember of the [A R A ].”
Immediately following the Board meeting, at
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the ARA annual meeting, Mr. Lanman reported
that although ARA membership had increased
during the last year, a broader program of re
search would be necessary before significant gains
in membership could be realized. Membership
figures for 1970 and 1969, at August 31, are:
Individual members
Firm members
Total members

1970

1969

2,640
2,616

2,138
2,438

5,256

4,576

ARA Board of Trustees— 1970-71
The following members were elected by
the AICPA Board of Directors to serve as
trustees of the ARA:
Samuel A. Derieux
Walter E. Hanson
Paul Lambert, Jr.
Robert K. Mautz
Walter J. Oliphant
Leonard M. Savoie
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